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SECURITIES ACT OF 1933 





Securities Act Release No. 6328/July 16, 1981 
In the Matter of 

CGA COMPUTER ASSOCIATES INC., 
Registration File No. 2—-71093 

Administrative Proceeding File No. 3-6041 


The Commission announced today that it has insti- 
tuted public administrative proceedings pursuant 
to Section 8(d) of the Securities Act of 1933 (‘‘Se- 
curities Act”) to determine whether a stop order 
should issue suspending the effectiveness of a 
Form S-1 Registration Statement filed with re- 
spect to CGA Computer Associates, Inc. (“CGA”). 
CGA is a Delaware corporation engaged in the 
computer consulting and software marketing busi- 
ness. 


On or about April 7, 1981, a Form S-1 Registra- 
tion Statement under the Securities Act, bearing 
File No. 2-71093, became effective with respect 
to 1,050,000 shares of CGA common stock being 
offered for sale by third parties. It is alleged that 
the Registration Statement in question contains 
false and misleading statements of material facts 
with respect to the accounting treatment as a 
pooling of interests of a February 1981 business 
combination between CGA and another corporate 
entity under circumstances where such accounting 
treatment was contrary to generally accepted ac- 
counting principles. It is charged that the improper 
accounting treatment had a materially misleading 
effect on, among other things, CGA’s earnings as 
reported in the Form S-1 Registration Statement 
for the fiscal periods over which the business com- 
bination in question was given effect. 


A hearing in this matter has been set for 10:00 
a.m. on July 30, 1981, in Room 2416, Securities 
and Exchange Commission, 1100 L Street, N.W., 
Washington, D.C. 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17928/July 10, 1981 


Report of Investigation in the Matter of 


CERTAIN ACTIVITIES OF SOUTH CHICAGO 
SAVINGS BANK AND JAMES A. FITCH 


I. INTRODUCTION 


As the result of a private investigation in the Mat- 
ter of South Chicago Savings Bank (“Bank”), the 
Commission deems it appropriate that a public Re- 
port of Investigation (“Report”) be published pur- 
suant to Section 21(a) of the Securities Exchange 
Act of 1934 (“Exchange Act’) with respect to cer- 
tain activities of the the Bank and James A. Fitch 
(‘Fitch’), the Bank’s President.1 The Bank and 
Fitch have had an opportunity to review the Report 
and, solely for the purpose of this Report, have 
consented to its issuance without admitting or 
denying the statements or conclusions contained 
herein.? In addition, they have voluntarily 
undertaken to effect certain remedial actions 
which are described below. 


ll. BACKGROUND 


The Bank, established in 1902, is a commercial 
bank and trust company with assets of about $160 
million, which is regulated by the State of Illinois 
Commissioner of Banks and Trust Companies 





‘Although the Bank’s securities are exempt by 
Section 3(a)(2) from registration requirements of 
Section 5 of the Securities Act of 1933 (‘Securities 
Act’), the Bank is subject to the anti-fraud provi- 
sions of the Securities Act under Section 17 and of 
the Exchange Act under Section 10(b) and Rule 
10b-5. 


2Section 21(a) of the Exchange Act authorizes the 
Commission, in its discretion, to publish informa- 
tion gathered during its investigation concerning 
“any facts, conditions, practices or matters which 
it may deem necessary or proper” in fulfilling its 
responsibilities under the Exchange Act. 
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(“State”) and the Federal Deposit Insurance Cor- 
poration (““FDIC’’). The Bank’s stock is thinly 
traded over-the-counter and approximately 58% of 
its stock is owned or controlled by the Fitch family 
and the Bank’s officers, directors and their fami- 
lies. 


The Fitch family has owned stock in the Bank 
since 1916. Over the years, the family’s ownership 
increased and, from 1954 until his death in March 
1973, Fitch’s father ran the Bank as Chairman of 
the Bank’s Executive Committee. In March 1973, 
Fitch assumed responsibility for the daily manage- 
ment of the Bank’s operations and for the alloca- 
tions made to the Bank’s various reserve ac- 
counts. In 1974, Fitch also took principal 
responsibility for preparation of the Bank’s Annual 
Reports to Shareholders (“Annual Reports’) be- 
ginning with the 1974 Annual Report.? 


lll. THE BANK’s 1974-1978 ANNUAL REPORTS 


The Bank’s Annual Reports from 1974 through 
1978 (provided to shareholders in 1975-1979) 
contained an unaudited Statement of Condition 
(the “balance sheet’), which presented the Bank’s 
reserve accounts’ separately from its “capital” ac- 





3The Bank’s Annual Reports are dated as of the 
calendar year-end and are published in the Janu- 
ary immediately following the report date. This Re- 
port limits its discussion to the period from Janu- 
ary 1, 1975 through December 31, 1979 during 
which Fitch was principally responsible for the 
preparation of the Bank’s Annual Reports. 


4The Statements of Condition (balance sheets) 
showed five reserve accounts. One of the reserve 
accounts was the contingency reserve which 
varied from about three to five times as large as 
the “capital” reported to the Bank’s shareholders. 
The contingency reserve, according to Fitch, was 
established after World War Il when the Bank be- 
came profitable to protect the Bank’s depositors in 
the event of a catastrophic event, like another De- 
pression. In addition to the contingency reserve, 
the Bank maintained four other reserve accounts: 
the mortgage liquidation, bond valuation, 
operating and relocation reserves. There was no 
activity in the mortgage liquidation and the bond 
valuation reserves from 1972 until they were 
closed out, to the contingency reserve and to undi- 
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counts. In the 1974 through 1976 balance sheets, 
the reserves were shown as part of “liabilities.” In 
the 1977 and 1978 reports the reserves were 
shown separately from both “liabilities” and “capi- 
tal.” However, during the same period, the Bank 
filed financial reports with both the State and the 
FDIC which included the reserve accounts as part 
of capital. Thus the total capital per share (i.e., 
book value) as reported to the Bank’s regulators 
was about four times greater than that disclosed to 
the Bank’s shareholders in the balance sheets of 
the Annual Reports as shown below: 


Book Value per share as shown in 

Annual Reports to 

Year Report Regulators 
1974 $336 $1153 
1975 342 1296 
1976 348 2133 
1977 506 2358 
1978 516 2523 





In addition to the unaudited balance sheet, the An- 
nual Reports also contained a brief text which 
referred to the reserve accounts. While the textual 
reference in certain years included the reserves in 
the discussion of ‘‘capital accounts,” in other 
years it separated “capital accounts” and “re- 
serves’’.5 In sum, the textual materials of the An- 





vided profits respectively, in 1979. The operating 
reserve was utilized when the Bank was on the 
cash basis to pay income taxes and other large 
items of expense. It was eliminated when the Bank 
converted to accrual accounting in 1979. The 
fourth reserve, the relocation reserve, was origi- 
nally established in 1967 in the event that the 
Bank relocated. However, no move occurred. The 
reserve was then renamed the building reserve; 
and it has since been used to finance the Bank’s 
capital improvements. This reserve was also 
closed out to the Bank’s undivided profits account 
in 1979. 


5 


Annual Report for Narrative reference to Reserve Ac- 

the year Ending counts in the Annual Report 

Dec. 31 

1974 Reserve Accounts’ increased 
$1,415,093.55 during the year and Capi- 
tal, Surplus and Undivided Profits 
amounted to $3,360,000.00 on Decem- 
ber 31. These capital accounis provide 
for our anticipated growth in the coming 
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nual Report were at best ambiguous regarding the 
function of the reserves. More particularly, the re- 
ports said nothing specific regarding the primary 
purpose of the large contingency reserve. 


The FDIC conducts periodic examinations of the 
Bank. During its July, 1976 examination of the 
Bank, the FDIC examiner in conversation with 
Fitch criticized the presentation of the reserve ac- 
counts in the Bank’s Annual Report to Sharehold- 
ers. Between August 1976 and January 1980 
(when the the Bank changed the format of its fi- 
nancial presentation), the FDIC on several occa- 
sions had meetings with Bank officials in which the 
FDIC criticized the Bank’s practice of presenting 
the reserve accounts in the Bank’s Annual Reports 
as “liabilities” rather than ‘capital’. Fitch was 
aware of the FDIC criticism during this period of 
the Bank’s Annual Report format. The FDIC con- 
ducted a preliminary investigation into the matter 
and based on that investigation, in a letter to the 
Bank’s Board of Directors (the “Board’) dated 
January 30, 1979, the FDIC advised the Bank that 
in the opinion of the FDIC staff the Bank had pre- 
pared and disseminated annual reports to its 
shareholders that “grossly misstated or obfus- 
cated the financial condition of the bank and the 
status of its capital accounts’; and that by doing 
so the Bank was liable for securities law violations 
resulting from the purchase of Bank stock by the 
insiders without adequate disclosure to the selling 
shareholders. The FDIC also called the matter to 
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years and provide security for both the 
depositor and the shareholder. 

$60,000 was added to Capital, Surplus 
and Undivided Profit accounts. Capital 
reserve accounts were $12,194,027.55 
at year end. Adequate reserve accounts 
provide the first line of defense for our 
depositors and shareholders during peri- 
ods of adverse economic conditions. 
Capital, Surplus and Undivided Profits 
were $3,480,000 at year end. Capital re- 
serves amounted to $13,746,955.45. 
Total capital accounts and reserves 
amounted to $21,317,222. The accumu- 
lation of capital continues to be a major 
goal of bank supervisory agencies. 

A major source of protection for deposi- 
tors’ funds is in capital and reserve ac- 
counts. Capital adequacy is a major con- 
cern of bank regulatory agencies. 
Capital and unappropriated reserves 
represent more than 16% of customers’ 
deposits. This is far above the industry 
norm. 
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the attention of the Commission because of the in- 
voivement of persons other than the Bank over 
whom the FDIC lacked personal jurisdiction. The 
FDIC thereafter entered into discussions with the 
Bank for possible resolution of the issues raised in 
its January 30, 1979 letter. In June, 1979 the FDIC 
informed the Bank and Fitch that it would hold its 
proposed action in abeyance pending outcome of 
the Commission’s investigation. 


Moreover, in 1978 and 1979, the Bank engaged a 
national independent accounting firm to perform a 
“Directors Examination.”€ In its 1979 report to the 
Bank the accounting firm pointed out that the 
Bank’s 1978 Annual Report excluded the reserves 
from “capital” in the balance sheet but referred to 
them as “capital” in the narrative section. In both 
the 1978 and 1979 Directors Reports, the account- 
ing firm recommended that the Bank’s reserve ac- 
counts be reclassified as undivided profits. The 
accounting firm informed the Bank that the Bank’s 
reserves accounts were in fact allocations of capi- 
tal. 


In its Annual Report for 1979, published in January 
1980, the Bank for the first time in the balance 
sheet portion of the Annual Report treated the re- 
serves as “capital.” All reserves, except the con- 
tingency reserve and the mortgage liquidation re- 
serve which was transferred in 1979 to the 
contingency reserve, were closed out to undivided 
profits’ and the contingency reserve was included 





6A Directors Examination is less extensive in 
scope than a full audit, in that the auditing proce- 
dures are not undertaken for the purpose of 
formulating an opinion on the financial statements 
and do not include all the procedures and tests 
which would be performed under generally accept- 
ed auditing standards. 


7The accounting firm recommended in its written 
reports to the Bank’s Board of Directors in both 
years that the contingency reserve account be 
reclassified to undivided profits. However, Fitch 
asked whether the Bank could still maintain the 
contingency reserve. The firm responded that the 
Bank could maintain the reserve for contingencies, 
if it was classified as a ‘capital’ account; and if 
the Bank discontinued the practice of closing in- 
come to or paying dividends from that account. 
According to the Bank’s recent policy, the contin- 
gency reserve may only be distributed for the ben- 
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in the “capital” section of the balance sheet in the 
Annual Report. 


IV. PURCHASES OF BANK STOCK FROM 1975 
THROUGH 1979 


A comparison of the selling price of Bank stock 
and the book value indicated by the balance 
sheets in the Annual Reports (which excluded the 
reserves from ‘‘capital’’) for the years 1975 
through 1979 shows that the average selling price 
approximated the book value per share. However, 
the selling price was far less than the book value 
that would result by including the reserves as 
“capital,” as done in the Bank’s reports to its regu- 
lators. 


The following table reflects the differences be- 
tween the average purchase price, the Bank stock 
book value as calculated from the balance sheets 
of the Bank’s Annual Reports (which excluded the 
reserves from “capital’) and the Bank stock book 
value as reflected in the Bank’s reports to its regu- 
lators (i.e., with the Bank’s reserves included in 
“capital”): 


Book 

Value per 

per Reports 
Calendar Purchase Annual Annual to 
Year Price Report Reports Regulators 
1975 $300 1974 $336 $1153 
1976 300 1975 342 1296 
1977 350 1976 348 2133 
1978 375 1977 506 2358 
1979 380 1978 516 2523 





During the period from January 1975 through De- 
cember 1979, all the Bank stock sold was ulti- 
mately acquired by Bank insiders.? The Commis- 
sion’s investigation has disclosed that, in contrast 





FOOTNOTE—Continued 


efit of depositors and no dividends will be paid 
from that reserve. 


8insiders are defined herein to include the Fitch 
family, the Bank’s officers, directors and employ- 
ees, and their families. Directors include present 
and former directors, and those who purchased 
Bank stock, as required under Illinois law, in order 
to qualify as directors. 
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to the insider purchasers, the selling shareholders 
had little, if any, contact with the Bank in recent 
years and had no information regarding the finan- 
cial condition of the Bank except for the Annual 
Reports. Usually the sale of stock began with the 
selling shareholder contacting the Bank, indicating 
a desire to sell, and inquiring about the market 
price for the stock. From January 1975 to July 
1976, Fitch or the Bank’s Cashier replied to the in- 
quiry by relating the last price at which Bank stock 
was sold and assisting the seller in finding a buy- 
er. During this period, all purchases were made by 
insiders at the last sale price plus any increase 
that was offered and which the seller accepted. 
Fitch had an influence on the purchase price be- 
cause (due to the absence of an active market for 


the Bank’s stock) all inquiries passed through the 
Bank. 


In July 1976, the FDIC criticized the Bank’s in- 
volvement in its own stock transactions. As a re- 
sult Ftich circulated a memorandum to Bank offi- 
cers regarding shareholder inquiries cautioning 
the officers to not give any opinion on the value of 
the Bank’s stock but to merely recite the last sale 
price. 


In March 1977, after the FDIC again criticized the 
Bank’s manner of responding to inquiries about 
the sale of Bank stock, the Bank removed itself 
from direct participation in the sale of its own 
stock. Since March 1977, the Bank has directed 
prospective selling shareholders to broker- 
dealers. As of January 1980, Fitch either advised 
the inquiring shareholder of the last selling price or 
so advised the broker-dealer and therefore, the 
Bank, and more particularly Fitch, continued to 
have an influence on the selling price. In response 
to the inquiry, Fitch also directed the broker-dealer 
to a prospective purchaser, who was a Bank 
insider during this period. 


V. CONCLUSION 


The Annual Reports disseminated by the Bank to 
its shareholders from January 1975 to January 
1980 materially understated the Bank’s capital per 
share. The capital was understated primarily be- 
cause the Bank maintained large reserves which 
should have been classified as capital. For exam- 
ple, at the end of 1978 the Bank was aware that 
the reserves should have been shown as capital; 
the FDIC so advised the Bank and so had the na- 
tional independent auditors called in by the Bank. 
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Yet the balance sheet in the Bank’s Annual Report 
for December 31, 1978 showed reserves of 
$17,315,342 which were separately presented 
from “capital”. This contrasted with the Bank’s fi- 
nancial reports to its regulators which included the 
reserves in capital. A Bank shareholder, therefore, 
in deciding whether to sell, hold or seek other buy- 
ers for his stock did not know that the quoted “last 
sale price” was significantly lower than the stock’s 
true book value (i.e., with the reserves included in 
capital).? Moreover, the shareholders were not told 
that the purchase price was influenced by Fitch or 
that the purchaser would be a Bank insider who 
knew the true financial condition of the Bank. 


The Bank was aware that Fitch and other Bank 
insiders were buying stock without providing the 
selling shareholders with accurate financial infor- 
mation and disclosing to the sellers that the pur- 
chase price was influenced by Fitch. Furthermore, 
the sales were effected by the use of Bank facili- 
ties, premises and personnel. 


Fitch was principally responsible for the prepara- 
tion and dissemination of the Bank’s Annual Re- 
ports for the years 1974 through 1978, the balance 
sheets of which excluded the reserves from capi- 
tal; while at the same time, Fitch approved the 
Bank reporting those reserves as capital to its reg- 
ulators. Fitch persisted in distributing the mislead- 
ing Annual Reports, even after the FDIC and the 
Bank's outside accountants advised the Bank to 
include the reserves with the Bank’s capital. Dur- 
ing this time, when Fitch learned of persons who 
wished to sell their Bank stock, Fitch informed 
Bank insiders. The Bank insiders then offered to 
purchase and purchased Bank stock at prices 
which were comparable to the book value that 
could be calculated from the Annual Reports 





9|t is not a conclusion of this Report that the 
Bank's stock should be sold at book value. How- 
ever, book value is a relevant factor in determining 
the value of bank stock because the assets of a 
bank are generally liquid. See B. Graham, D. 
Dodd & S. Cottle, Security Analysis 216-17 
(1962); Cf. Holmes v. Bateson, 583 F.2d 542, 562 
(C.A. 1 1978). This is particularly true here, since 
90 per cent of the Bank’s customer deposits are 
invested in government securities, federal agency 
obligations, obligations of state and political subdi- 
visions, and corporate and other bonds. 
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(which excluded the reserves from “capital’’) rath- 
er than the book value reflected in Bank’s reports 
to its regulators. 


VI. RECISION OFFER 


In view of the concerns raised by the Commis- 
sion’s staff, as set forth in this Report, Fitch has 
voluntarily agreed to make offers of recision’® 
combined with restitution of dividends to all share- 
holders whose stock was purchased for Fitch’s 
wife'’ from Jariuary 1, 1975 through Decem- 
ber 31, 1979. The selling shareholders, who ac- 
cept the recision offer, will be required to return 
the purchase price with interest. 


In the Matter of 

SOUTH CHICAGO SAVINGS BANK 
JAMES A. FITCH 
MORGAN L. FITCH, JR. 
MARILYN Q. FITCH 

File No: C-2187 

AFFIDAVIT OF JAMES A. FITCH 


James A. Fitch, first having been duly sworn, de- 
poses and says: 





10No recision offer is being made by the Bank 
since it did not buy any of its own stock. However, 
the Bank instituted certain changes during the 
Commission's investigation which addressed the 
issues raised herein, namely the closing of all 
earnings to undivided profits, the payment of all 
dividends from undivided profits, the closing out of 
all reserves but the contingency reserve (and the 
mortgage liquidation reserve which was trans- 
ferred to the contingency reserve) to undivided 
profits, the adoption of a balance sheet in the An- 
nual Report which properly classifies the contin- 
gency reserve as capital, and a Board resolution 
to keep the contingency reserve at a fixed ratio to 
deposits. In addition, the Board resolved, in July 
1980, to retain an outside accounting firm to certify 
the Bank’s annual financial statements. 


11 Fitch did not buy any stock in his own name from 
January 1, 1975 through December 31, 1979, but 
he directed his wife’s purchases during this period 
of time. 
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1. | consent to the issuance of the March 10, 1981 
Report of Investigation as part of the settlement of 
the above-captioned matter, without admitting or 
denying any of the allegations or conclusions in 
that report, or the completeness of the report. 


Further the affiant saith not. 


/s/ 
James A. Fitch 





Subscribed and sworn before me 
this 9th day of May, 1981 


Patty Ropicki 
Notary Public 


BOARD OF DIRECTORS April 29, 1981 


Convention and Roll Call 


At the meeting of the Board of Directors of the 
South Chicago Savings Bank held April 29, 1981, 
at 2959 East 92nd Street, Chicago, Illinois there 
were present: 


Charles R. Fitch 
James A. Fitch 
Morgan L. Fitch 
Leo Levin 
Vincent Lipetzky 


Harlan Newkirk 
Robert Mohr 
Clarence Rewers 
Ronald Serpe 
Richard Sundstrom 


Secretary's Report 


The reading of the minutes of the last regular 
meeting was waived. All directors had received 
copies of the minutes previous to the meeting. The 
minutes were approved. 


Motions 


Upon motion duly made and seconded the board 
approved the following: 


SOUTH CHICAGO SAVINGS BANK RE 
SECURITIES AND EXCHANGE COMMISSION 
INVESTIGATION 


RESOLVEMENT: 


WHEREAS, a copy of the March 10, 1981 Report 
of Investigation, to be issued by the Securities and 
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Exchange Commission in settlement of the investi- 
gation known as /n the Matter of South Chicago 
Savings Bank et al., No. C-2187, has been pres- 
ented to and reviewed by each of the Directors. 


NOW, THEREFORE, BE IT 


RESOLVED, that the Bank consents to the issu- 
ance of the March 10, 1981 Report of Investiga- 
tion, without admitting or denying any of the alle- 
gations or conclusions therein or the 
completeness of the Report. 


The meeting adjourned at 4:45 P.M. 


/s/ 
Chairman 
/s/ 
Secretary 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 17929/July 10, 1981 


A notice has been issued giving interested per- 
sons until July 31, 1981 to comment on the appli- 
cations of the Boston Stock Exchange for unlisted 
trading privileges in six issues which are listed and 
registered on one or more other national securities 
exchanges and are reported in the consolidated 
transaction reporting system. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17930/July 10, 1981 


A notice has been issued giving interested per- 
sons until July 31, 1981 to comment on the appli- 
cation of the Midwest Stock Exchange, Incorpo- 
rated for unlisted trading privileges in the common 
stock ($2 par value) of NABISCO BRANDS IN- 
CORPORATED which is listed and registered on 
one or more other national securities exchanges 
and is reported in the consolidated transaction re- 
porting system. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17931/July 10, 1981 


In the Matter of Applications of the 


MIDWEST STOCK EXCHANGE, 
INCORPORATED 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICA- 
TIONS FOR UNLISTED TRADING PRIVILEGES 


The Midwest Stock Exchange (“MSE”) has filed 
applications with the Commission pursuant to Sec- 
tion 12(f)(1)(B) of the Securities Exchange Act of 
1934 (‘Act’) and Rule 12f—1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on another na- 
tional securities exchange: 


Associated Madison Companies Inc. 
Common Stock, $.40 Par Value (File 
No. 7-5951) 


Shaw Industries Incorporated 
Common Stock, No Par Value (File 
No. 7-5952)' 


Dome Petroleum Limited 
Common Stock, $2.50 Par Value (File 
No. 7-5950)? 


The Commission finds that approval of the MSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of 
fair and orderly markets and the protection of in- 
vestors. As a national securities exchange regis- 





‘Notice of these applications was given by publi- 
cation in the Federal Register. 46 FR 33151 (June 
26, 1981). The Commission has received no com- 
ments with respect to these applications. 


2Notice of this application was given by publica- 
tion in the Federal Register. 46 FR 32720 (June 
24, 1981). The Commission has received no com- 
ments with respect to this application. 
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tered with the Commission pursuant to Section 6 
of the Act, the MSE is subject to the provisions of 
paragraph (b) of that section, and to the Commis- 
sion’s inspection authority and oversight responsi- 
bility under Sections 17 and 19 of the Act and the 
rules and regulations thereunder. In addition, 
transactions in the subject securities, regardless 
of the market in which they occur, are reported in 
the consolidated transaction reporting system con- 
templated by Rule 11Aa3-1 under the Act [17 
CFR 240.11Aa3-1]. The availability of last sale in- 
formation for the subject securities should contrib- 
ute to pricing efficiency and to ensuring that trans- 
actions on the MSE are executed at prices which 
are reasonably related to those occurring in other 
markets. Finally the Commission has received no 
comments indicating that the granting of these ap- 
plications would not be consistent with the mainte- 
nance of fair and orderly markets and the protec- 
tion of investors. The Commission further finds 
that approval of the MSE applications will provide 
increased opportunities for competition among 
brokers and dealers and among exchange mar- 
kets consistent with the purposes of the Act and 
the objectives of the national market system. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(1)(B) of the Act, that the applications 
for unlisted trading privileges on the Midwest 
Stock Exchange in the above named securities 
are hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17932/July 10, 1981 


An order has been issued granting the application 
of REPUBLIC NEW YORK CORPORATION to 
withdraw its common stock ($5 par value) and 
$2.125 Cumulative Preferred Stock from listing 
and registration on the American Stock Ex- 
change, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17933/July 10, 1981 


An order has been issued granting the application 
of SYNTEX CORPORATION to withdraw its com- 
mon stock ($1 par value) from listing and registra- 
tion on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17934/July 13, 1981 


The Securities and Exchange Commission an- 
nounced pursuant to Section 12(k) of the Securi- 
ties Exchange Act of 1934 (‘Exchange Act’) the 
single-ten day suspension of over-the-counter 
trading commencing at 1:00 p.m. (EDT) on July 
13, 1981, and terminating at midnight (EDT) on 
July 22, 1981, of the securities of Chipola Oil Cor- 
poration (Chipola), a Colorado corporation with 
principal offices located at Denver, Colorado. 


On July 2, 1981, the Commission ordered a sus- 
pension of trading in the securities of Chipola 
which terminated at midnight July 11, 1981. At that 
time, the Commission announced its concern 
about questions regarding the after market trading 
activities in the securities of Chipola, the recent in- 
crease in the price of the securities of Chipola and 
problems encountered in the delivery and transfer 
of the securities of Chipola. 


The Commission ordered this second suspension 
in Chipola securities as a result of separate con- 
cerns resulting from the entry of an Order by a 
United States District Court and the unavailability 
of Chipola stock to complete and settle transac- 
tions in Chipola. On Friday, July 10, 1981, the 
Commission filed a civil action in U.S. District 
Couri for the District of Colorado (S.E.C. v. The In- 
vestment Bankers, Inc., et al. Civ. No. 81-1203) 
alleging that The Investment Bankers, Inc. (“IBI’’) 
and certain principals of IBI violated various provi- 
sions of the federal securities laws in connection 
with transactions in the securities of Chipola, and 
that IBI was insolvent; Securities Investors Protec- 
tion Corporation (“SIPC”) joined in the action and 
asked for the appointment of a receiver. The 
Court, on July 10, 1981, pursuant to a stipulation, 
ordered that IBI not engage in any securities activ- 
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ities whatsoever until further order of the court. IBI 
is believed to have in its physical possession (ei- 
ther in its Office or in its account at Midwest De- 
pository and Clearing Corporation) and control 
more than 19.5 million shares of Chipola Oil.’ The 
remaining shares are due to be delivered to IBI 
from other broker-dealers in settlement of transac- 
tions for the account of IBI. As a result of the court 
order and the stipulation entered into by the par- 
ties, it appears that no shares of Chipola stock are 
available for settlement of transactions. In view of 
the foregoing, it appears that no orderly market 
can develop in the securities of Chipola at this 
time. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they 
should carefully consider the foregoing information 
along with other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert 
to the fact that, pursuant to Rule 15c2-11 under 
the Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless 
and until they have strictly complied with all the 
provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has com- 
plied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Divi- 
sion of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question un- 
til such time as he has familiarized himself with 
said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the 
Commission will consider the need for prompt en- 
forcement action. 








1Of this amount 14.5 million shares are for IBI’s 
own account and 5 million shares are for customer 
of IBI. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17935/July 13, 1981 


Administrative Proceeding 
File No. 3-6039 


In the Matter of 
JEFFREY C. COLE 


ORDER INSTITUTING PROCEEDINGS AND IM- 
POSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
proceedings be instituted with respect to Jeffrey C. 
Cole (‘Cole’) an associated person of a broker/ 
dealer registered pursuant to Section 15(b)(6) of 
the Securities Exchange Act of 1934 (“Exchange 
Act’) and subject to the SECO program to deter- 
mine whether or not Cole wilfully violated Section 
15(b) and Rule 15b10-2 thereunder. 


IT IS ORDERED THAT such proceedings be, and 
they hereby are, instituted. 


In anticipation of the institution of these proceed- 
ings, Cole has submitted an Offer of Settlement. 
For the purposes of settling these proceedings 
and without admitting or denying the allegations or 
findings contained herein the Respondent con- 
sents to the findings and sanctions set forth below. 


After due consideration of the Offer of Settlement 
and upon recommendation of its staff, the Com- 
mission has determined that it is in the public in- 
terest to accept such offer. 


I 
FINDINGS 


On the basis of an investigation the Division of En- 
forcement alleges and on the basis of this Order of 
Proceedings and the Offer of Settlement submitted 
by Cole, the Commission makes the following find- 
ings: 


1. Jeffrey C. Cole (“Cole”), was associated with a 
registered broker/dealer subject to the SECO pro- 
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gram from in or about September, 1977, to in or 
about February, 1981. 


2. During the period from in or about January, 
1980, to in or about January, 1981, Cole willfully 
violated Section 15(b) of the Exchange Act and 
Rule 15b10-2 thereunder, in that Cole effected 
transactions in annuities and effected other trans- 
actions in connection with his insurance business 
in contravention of the standards of commercial 
honor and just and equitable principles of trade in 
the conduct of his business by: 


(a) obtaining customer funds to estab- 
lish annuities with attendant loan 
provisions; 


(b) signing customers’ names on loan 
agreement forms in connection with 
the established annuities without 
customers’ knowledge or consent. 


(c) obtaining disbursement checks paya- 
ble to customers in connection with 
the established annuities and 
indorsing the checks by signing the 
customers’ names without their 
knowledge or consent; and 


(d) converting the funds obtained to his 
own use. 


Hl 
REMEDIAL SANCTIONS 


In view of the foregoing, the Commission finds that 
it is in the public interest to impose the sanction 
specified in the Offer of Settlement and according- 
ly, 


IT |S ORDERED THAT effective immediately 
Jeffrey C. Cole be and hereby is barred from asso- 
ciation with any broker dealer, investment compa- 
ny or investment adviser in any capacity. 


by the Commission 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17936/July 13, 1981 


ADMINISTRATION PROCEEDING 
File No. 3-6000 


In the Matter of 


PAGEL, Inc. 

(File No. 8- 16764) 
JACK PAGEL 
DUANE MARKUS 
JAMES DONOVAN 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these administrative proceedings ordered pur- 
suant to the Securities Exchange Act of 1934 (Ex- 
change Act),’ Pagel, Inc., Jack Pagel (Pagel), 
Duane Markus (Markus), and James Donovan 
(Donovan), have submitted Offers of Settlement 
which the Commission has determined to accept. 
Solely for the purpose of these proceedings and 
without admitting or denying the allegations con- 


tained in the Order for Public Proceedings or the 
findings contained herein, Pagel, Inc., Pagel, 
Markus, and Donovan have consented to the find- 
ings and sanctions set forth below. 


On the basis of the Order for Public Proceed- 
ings and the Offers of Settlement submitted by 
Pagel, Inc., Pagel, Markus, and Donovan, the 
Commission finds that Pagel, Inc. willfully violated 
and Pagel and Markus willfully aided and abetted 
violations of Sections 7(c), 15(c)(3), and 17(a)(1) 
of the Exchange Act, Rules 15c3-3, 17a-3, 
17a-5, and 17a-11 thereunder, and subsection 
4(c)(8) of Regulation T, promulgated by the Board 
of Governors of the Federal Reserve System; 
Pagel and Markus willfully violated and Pagel, 
Pagel, Inc., and Markus willfully aided and abetted 
violations of Section 7(f) of the Exchange Act and 
subsection 2(a)(2) of Regulation X promulgated by 





1In The Matter of Pagel, Inc., et a/., instituted on 
January 29, 1981, Securities Exchange Act Re- 
lease No. 17502, 21 SEC Docket 1474. 
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the Board of Governors of the Federal Reserve 
System; and Donovan willfully aided and abetted 
violations of Section 17(a)(1) of the Exchange Act 
and Rule 17a—3 thereunder. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offers of 
Settlement. 


Accordingly, IT IS ORDERED that: 


1. Pagel, Inc. be, and hereby is, suspended 
for 10 business days from engaging in 
market marking transactions as principal 
in all securities, except for such transac- 
tions in the securities of Empi Incorpo- 
rated, FilmTec Corporation, Immuno Nu- 
clear Corporation, Moniterm Corp., and 
National Properties Corp. lowa, effective 
the second Monday after the date of this 
Order.? During these 10 days Pagel, Inc. 
may effect agency orders for customers in 
any security;$ 


. Pagel be, and hereby is, suspended from 
being associated with any broker, dealer, 
investment adviser or investment compa- 
ny for a period of 30 calendar days, effec- 
tive the fifth Monday after the date of this 
Order; 


. Markus be, and here is, suspended from 
being associated with any broker, dealer, 
investment adviser or investment compa- 
ny for a period of 15 business days, effec- 
tive the second Monday after the date of 
this Order; and 





2Pagel, Inc. is the principal market-maker in each 
of these excepted securities. Consequently, a sus- 
pension of Pagel, Inc.’s trading in these securities 
would cause an unwarranted impact on investors 
and issuers whose conduct is in no way the sub- 
ject of this Proceeding. 


3Pagel, Inc. may also liquidate, with other broker- 
dealers, its inventory positions existing at the be- 
ginning of the suspension period. 
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4. Donovan be, and hereby is, suspended 
from being associated with any broker, 
dealer, investment adviser or investment 
company for a period of five business 
days, effective the second Monday after 
the date of this Order. 

In addition, in view of the foregoing, it is in the 
public interest to require compliance with the un- 
dertakings specified in Pagel, Inc.’s Offer of Set- 
tlement. 


IV. 


In addition, in view of the foregoing, it is in the 
public interest to require compliance with the un- 
dertakings specified in Pagel, Inc.’s Offer of Set- 
tlement. 


Accordingly, IT IS ORDERED that Pagel, Inc. 
comply with the following undertakings: 


1. Establish separate inventory accounts, ac- 
curately reflecting beneficial ownership of 
all securities, the trader responsible for 
each security, the dollar amount involved, 
the length of time that the security has 
been held, and the account’s profit or 
loss; 


. Execute all trading account transactions at 
the prevailing market prices; 


. Extend, maintain, and arrange credit sole- 
ly in conformity with Section 7 of the Ex- 
change Act and subsection 4 (c) of Regu- 
lation T promulgated thereunder by the 
Board of Governors of the Federal Re- 
serve System; 


. Employ a compliance officer, who shall be 
qualified by the NASD as a financial and 
operations principal, and grant that officer 
full authority over all Pagel, Inc.’s person- 
nel, including authority to correct, modify 
or rescind any transaction by a salesman, 
trader, or principal of Pagel, Inc., where 
such action is necessary and appropriate; 
and in particular, the compliance officer 
shall: 


(a) review and sign all monthly, quarterly, 
semi-annual, and annual financial re- 
ports prepared by Pagel, Inc. pursu- 
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ant to the rules of the NASD and Sec- 
tion 17(a)(1) of the Exchange Act and 
Rule 17a—5 thereunder; 


(b) review the computations made by 
Pagel, Inc. pursuant to Section 
15(c)(3) of the Exchange Act and 
Rule 15c3-3 thereunder; 


(c) review the — customer-by-salesman 
blotter each month; 


(d) review the inventory in each trading 
account on a daily basis; and 


(e) review every customer transaction by 
the close of the following business 
day. 


. Deliver to the Chicago Regional Office at 
the expiration of its suspension period an 
affidavit stating that it has complied with 
the sanctions and undertakings imposed 
by the Commission. 


V. 


It is also in the public interest to require compli- 
ance with the undertaking specified in Markus’ Of- 
fer of Settlement. 


Accordingly, IT IS ORDERED that Markus comply 
with his undertaking to cause all customer orders 
to be recorded promptly in accordance with the 
provisions of Section 17(a)(1) of the Exchange Act 
and the Rules and Regulations thereunder, and to 
execute these orders in the appropriate customer 
account only, and at prices reasonably related to 
the market price for the securities ordered by 
those customers. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17937/July 13, 1981 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE MIDWEST CLEARING 
CORPORATION (File No. SR-MCC-81-3) 


The Midwest Clearing Corporation (‘‘MCC’’) 
submitted a proposed rule change on July 6, 1981, 
pursuant to Rule 19b—4 under the Securities Ex- 
change Act, which increases the number of mem- 
bers on its Board of Directors to twenty-five by 
amending MCC’s By-laws to include the President 
of the Midwest Stock Exchange as a director. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-—4 thereun- 
der. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears 
to the Commission that such action is necessary 
or appropriate in the public interest, for the protec- 
tion of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
July 13, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MCC-81-3. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17938/July 13, 1981 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE OPTIONS CLEARING 
CORPORATION (File No. SR-OCC-81-4) 


The Options Clearing Corporation (“OCC”) 
submitted a proposed rule change on June 24, 
1981, pursuant to Rule 19b—4 under the Securities 
Exchange Act. The rule change amends Article 
Vill, Section 5(c) of OCC’s By-laws to permit OCC 
to pledge, as security for certain emergency 
borrowings, cash that is deposited by OCC partici- 
pants as a contribution to the Clearing Fund but 
remains uninvested by OCC. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b—4 thereun- 
der. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears 
to the Commission that such action is necessary 
or appropriate in the public interest, for the protec- 
tion of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
July 13, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-81-4. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17939/July 14, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE NEW 
YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-81-15 


The New York Stock Exchange, Inc. submitted on 
July 13, 1981, a proposed rule change under Rule 
19b-—4 to provide that, in situations where there is 
a combination of listed companies, each of which 
was assigned a different specialist and neither one 
of the listed companies is the clear survivor, the 
assignment of the specialist for the listed stock of 
the resulting listed company be considered by the 
Allocation Committee and that all specialist units 
be invited to apply for such stock. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of such proposed rule change, 
the Commission may summarily abrogate such 
rule change if it appears to the Commission that 
such action is necessary or appropriate in the pub- 
lic interest, for the protection of investors, or other- 
wise in furtherance of the purposes of the Securi- 
ties Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
July 20, 1981. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
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curities and Exchange Commission, 500 North 
Capitol Street, Washington, DC 20549. Reference 
should be made to File No. SR-NYSE-81-15. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17940/July 14, 1981 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-81-4) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On May 22, 1981, the Chicago Board Options Ex- 
change, Incorporated (““CBOE’’) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the ‘“Act’”) and Rule 19b—4 thereun- 
der, copies of a proposed rule change to revise 
certain of its rules governing the establishment of 
joint accounts and trading activity by participants 
in a joint account. Among other things, the rule 
change would (1) permit the establishment of a 
joint account among more than two market mak- 
ers; (2) eliminate the requirement that joint ac- 
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count participants register as broker-dealers;' (3) 
for purposes of evaluating market maker perform- 
ance in accordance with Rule 8.7, credit trading 
activity to the joint account participant initiating 
each transaction; and (4) for purposes of determ- 
ining a joint account participant's compliance with 
position and exercise limits, aggregate positions 
or exercises in the joint account with all positions 
and exercises covering the same underlying secu- 
rity which any participant or member organization 
associated with a participant holds or controls or is 
obligated in respect of. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
17834, June 3, 1981) and by publication in the 
Federal Register (46 FR 30613, June 9, 1981). No 
written comments on the proposed rule change 
were filed with the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to national securities exchange, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pusuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Joint account participants would remain subject 
to general CBOE and Exchange Act requirements 
concerning broker-dealer registration. CBOE Rule 
3.2 provides that individual exchange member- 
ships may only be owned by natural persons who 
are registered as broker-dealers under Section 15 
of the Act or are associated with registered broker- 
dealers. Section 15(a)(1) of the Act generally re- 
quires any natural person not associated with a 
registered broker-dealer who acts as a broker or 
dealer to register as a broker-dealer under Section 
15(b) of the Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17941/July 14, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE CHICAGO 
BOARD OPTIONS EXCHANGE, INCORPO- 
RATED 


File No. SRK-CBOE-81-11 


The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”) submitted on June 29, 1981, a 
proposed rule change under Rule 19b-4 to modify 
certain of its fees relating to applications for ex- 
change membership and certain other charges. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of such proposed rule change, 
the Commission may summarily abrogate such 
rule change if it appears to the Commission that 
such action is necessary or appropriate in the pub- 
lic interest, for the protection of investors, or other- 
wise in furtherance of the purposes of the Securi- 
ties Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
July 20, 1981. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR- 
CBOE-81-11. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
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mission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17942/July 14, 1981 


In the Matter of 


PHILADELPHIA STOCK: EXCHANGE, INC. 
1900 Market Street 
Phiiadelphia, PA 19103 


(SR-Phix-81-9) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On May 27, 1980, the Philadelphia Stock Ex- 
change, Inc. filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”) and Rule 
19b-4 thereunder, copies of a proposed rule 
change which provides uniform standards of con- 
duct for both the options and equity trading floors 
and increases the maximum assessments for vio- 
lations of the exchange’s rules governing conduct 
on the respective trading floors. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by issuance of a Commission 
Release (Securities Exchange Act Release 
No. 17846, June 5, 1981) and by publication in 
the Federal Register (46 FR 30949, June 11, 
1981). No comments were received with respect 
to the proposed ruie filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to a national securities exchange and, in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 
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IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17943/July 15, 1981 


A notice has been issued giving interested per- 
sons until August 5, 1981 to comment on the ap- 
plication of SHAW INDUSTRIES, INC. to withdraw 
its common stock (no par value) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17944/July 16, 1981 


NOTICE OF FILING OF AN AMENDMENT TO A 
PROPOSED RULE CHANGE BY THE AMERICAN 
STOCK EXCHANGE, INC. 


File No. SR-Amex-81-1 


The American Stock Exchange, Inc. (“Amex”) 
submitted on July 13, 1981 an amendment to a 
proposed rule change under Rule 19b-4 to supple- 
ment its initial proposal to trade options on U.S. 
Treasury securities.‘The amendment would pro- 





‘Notice of the original proposal was given by publi- 
cation of a Commission Release (Securities Ex- 
change Act Release No. 17632 (March 16, 1981)) 
and by publication in the Federal Register (46 
FR 17936, March 20, 1981). Additional comments 
with regard to the proposal, as well as proposals 
by the Chicago Board Options Exchange and New 
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vide for options trading on smaller principal 
amounts of Treasury instruments in addition to the 
contract sizes initially proposed, and for corre- 
spondingly modified position and exercise limits, 
and makes certain other modifications to the origi- 
nal proposal. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
July 20, 1981. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 45 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-Amex-81-1. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L. Street, 
N.W., Washington, D.C. 


Copies of the filing and of any subsequent amend- 
ments will also be available at the principal office 
of the above-mentioned self-regulatory organiza- 
tion. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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York Stock Exchange to trade Treasury options, 
were solicited by the Commission in Securities Ex- 
change Act Release No. 17795 (May 11, 1981), 46 
FR 27430 (May 19, 1981). 
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ADMINISTRATIVE PROCEEDING FILE 
NO. 3-6042 

SECURITIES EXCHANGE ACT OF 1934 

Release No. 17945/July 16, 1981 


In the Matter of 


WALDRON & CO., INC., 
1050 Northgate Drive 
San Rafael, California 


DONALD R. DUFFY 
7 Wordsworth Court 
Mill Valley, California 


ORDER INSTITUTING PROCEEDINGS AND 
FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


The Commission deems it appropriate in the pub- 
lic interest that administrative proceedings pursu- 
ant to Section 15(b)(4) and (6) of the Securities 
Exchange Act of 1934 (the “Exchange Act’) be in- 
stituted against Waldron & Co., Inc. (“Waldron”), a 
registered broker-dealer, and Donald R. Duffy 
(“Duffy”), its principal officer, to determine wheth- 
er they willfully violated Section 17(a)(2) and (3) of 
the Securities Act of 1933. These proceedings 
arise in connection with transactions in securities 
of Olympic Gas & Oil, Inc. (“Olympic”) and SNG & 
Oil Energy Co. (“SNG”).1 


Waldron and Duffy, simultaneously with the insti- 
tution of these proceedings and without admitting 
or denying the allegations or findings herein, have 
submitted offers of settlement for the purpose of 
disposing of the issues raised in these proceed- 
ings. Under the terms of the offers of settlement, 
Waldron and Duffy waive the institution of formal 
proceedings and, solely for the purposes of settle- 
ment of the matters referred to in these proceed- 
ings, consent to the issuance of this Order.? 





1The Commission on September 29, 1980, insti- 
tuted an action for injunctive and other equitable 
relief against 23 defendants. See Litigation Re- 
lease No. 9188 /September 29, 1980. Respond- 
ents herein are not named as defendants in the 
Complaint, and are not parties to that action. 


2The settlement offers and acceptance thereof do 
not constitute an admission by Respondents of 
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The Commission has deemed it appropriate and in 
the public interest to accept the offers of settle- 
ment and accordingly issues this Order. 


| 
FACTS 
Waldron, which has one office in San Rafael, 
California, is registered with the Commission as a 
broker-dealer. Waldron is also a member of the 
National Association of Securities Dealers, Inc. 
Duffy is the president, Treasurer, Compliance Offi- 
cer, Financial Principal, Senior Registered Options 
Principal and principal shareholder of Waldron. 


Olympic 

In the latter part of August or early September 
1979, Duffy learned of Olympic from lan T. 
(“Allison”) (Santa Rosa, California.* Allison pro- 
vided Duffy with certain literature concerning 
Olympic, including a copy of a registration state- 
ment on Form 10, the original of which had been 
filed with the Commission. These materials stated, 
among other things, that a new majority stockhold- 
er, John L. Chapple (“Chapple”), had conveyed 
certain assets to Olympic and that he had ac- 
quired 80 per cent of its common stock outstand- 
ing. On September 13, 1979, trading in Olympic 
common stock began in the over-the-counter mar- 
kets with quotations in the pink sheets.4 


In early September 1979, Allison suggested that 
Duffy contact Chapple, the President and majority 
shareholder of Olympic, to discuss Chapple’s 
plans for Olympic. Chapple and Duffy met and af- 
ter discussion Duffy agreed on behalf of Waldron 
to prepare a research report on Olympic. Thereaf- 
ter Duffy received a report on Olympic prepared by 





FOOTNOTE—Continued 


any fact or of any allegation or finding made by the 
Commission or an admission of any violation of 
law. The findings herein are not binding on any 
other respondents named in any administrative 
proceedings based on any of the matters de- 
scribed in this Order. 


3Duffy had known Allison since 1972. 


4On the first day of trading, Waldron acted as 
agent for the sale by entities with which Allison 
was affiliated of 17,000 shares of Olympic com- 
mon stock to Allison’s brother and his friends and 
employees in unsolicited transactions. 
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or for Olympic, an audio tape of a television inter- 
view of Chapple which had been broadcast on 
September 27, 1979 and other materials. 


A final version of an undated research report on 
Waldron’s letterhead was completed in early Octo- 
ber 1979 and delivered to Olympic. Olympic and 
Allison arranged for printing and distribution of the 
research report. 


The Waldron research report on Olympic was fa- 
vorable and emphasized Chapple’s participation in 
the company. It stated, as was stated in the Form 
10 filed with the Commission and in the report 
supplied by Olympic to Waldron, that Olympic held 
an interest in the Carrizo Ranch in central 
California, that Olympic owned oil, gas and miner- 
al rights therein and that Olympic held limited part- 
nership interests in producing natural gas wells 
and in oil and gas operations. These assets were 
never in fact conveyed to Olympic. The research 
report also stated that two persons, identified in 
the research report, were two of the key execu- 
tives of Olympic. These persons also were 
identified by Olympic as key executives in the 
Form 10 filed with the Commission, as well as in 
the report on Olympic which was furnished to 
Duffy. In fact, such persons had not agreed to be- 
come officers of Olympic. 


We have concluded that Duffy failed to take steps 
reasonable under the circumstances to verify the 
factual statements set forth in the research report. 
Neither Duffy nor anyone else at Waldron partici- 
pated in determining to whom or when the re- 
search reports would be sent. Allison obtained the 
research report from Olympic and arranged and 
paid for at least 26,000 copies of the research re- 
port to be mailed throughout the United States to 
registered representatives, financial publications, 
newspapers, investment advisers, market letter 
publishers, mutual funds, security traders and to 
Canadian brokers. Although Chapple was killed in 
a plane crash on October 19, 1979, most of the 
copies of the research report were mailed after his 
death despite the fact that Olympic’s business ac- 
tivities virtually terminated upon his death. Neither 
Duffy nor anyone else at Waldron ever requested 
or received a list of the recipients of the research 
report. Waldron also distributed a small number of 
copies of the research report. 


Shortly before distribution of the research report, 
Waldron purchased 2,000 shares of Olympic com- 
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mon stock in the open market for its own account. 
The shares were sold on October 29 and 30, 
about ten days after Chapple’s death. Waldron re- 
alized a profit of approximately $750.00 on the 
purchase and sale. Duffy directed these transac- 
tions. Waldron’s position in the stock was not dis- 
closed in the research report.® 


SNG 
In December of 1979, Allison contacted Duffy con- 
cerning SNG and provided him with documents 
concerning that company, including a copy of a 
registration statement on Form 10, the original of 
which was previously filed with the Commission. 
These documents stated that certain assets had 
been conveyed to SNG by a new majority owner 
who had acquired 80 per cent of its common stock 
outstanding. Before public trading in SNG com- 
mon stock commenced, Duffy purchased 10,000 
shares in a transaction arranged by Allison at $.50 
per share which was the then expected initial bid 
price in the over-the-counter market. On Janu- 
ary 9, 1980, quotations on SNG common stock ap- 
peared in the pink sheets, and on January 10, 
1980, trading in SNG common stock began in the 
over-the-counter market with quotations in the 
pink sheets.” On or before the commencement of 
trading Duffy and other persons associated with 


Waldron recommended that their customers pur- 





‘The first page of the research report contained 
the following statement in fine print: 


This firm and/or its principals and/or 
members of their families may have a 
position in the securities mentioned and 
may make purchases and/or sales of 
these securities or otherwise. 


6Duffy borrowed the funds used to purchase the 
stock from Waldron, in the name of A. A. Burnette, 
Inc., a real estate corporation located in Chicago, 
Illinois in which Duffy has an interest. Duffy then 
purchased the shares in the name of A.A. 
Burnette, Inc. He subsequently sold the shares for 
$4 per share and repaid Waldron, with interest, 
from the proceeds. 


70n January 10, 1980, Waldron acted as agent for 
entities with which Allison was affiliated in selling 
SNG shares to Allison’s brother and his friends 
and. employees in unsolicited transactions. 
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chase SNG shares when trading commenced, 
without disclosing Duffy’s position in the stock. As 
a result of these solicitations, Waldron’s custom- 
ers purchased 13,000 shares of SNG common 
stock on January 10, 1980. Waldron also pur- 
chased 5,000 shares for its own account following 
commencement of trading. 


Approximately one month after trading com- 
menced, Allison discussed with Duffy the publica- 
tion of a research report on SNG. Eventually, 
Duffy agreed that Waldron would issue a research 
report on SNG. Allison provided Duffy with a draft 
of such a research report. Duffy read it, compared 
it with the materials provided to him by Allison, 
including SNG’s Form 10 which had been filed 
with the Commission, SNG’s report on Form 8-K 
which had been filed with the Commission, and a 
Company press release, asked Allison some 
questions about the contents, made some minor 
editorial changes and gave his approval. The final 
version of Waldron’s research report on SNG, as 
published and distributed, did not incorporate any 
of Duffy’s editorial changes. The only difference 
between the draft and the published version was 
the omission of a paragraph, and the inclusion of a 
sitemap and certain statistical information. Duffy 
received no explanation of the reasons for the de- 
letion of the omitted paragraph. 


The research report stated, as was stated in 
SNG’s Form 10 and 8-K, that SNG had secured 
gas, oil and mineral rights in New York and that it 
was the owner of a 214 lot subdivision in Lockport, 
New York. These assets had not been conveyed 
to SNG. The research report also stated, as was 
stated in SNG’s filed reports, the extent of proper- 
ties on which SNG had secured drilling rights and 
that SNG “retains consultants, geologists, petrole- 
um engineers and others on a fee basis from time 
to time, as required.” The extent of the properties 
on which SNG had secured drilling rights was 
overstated and the statement concerning retention 
of professionals was incorrect. The research re- 
port also incorrectly stated the number of persons 
on SNG’s administrative staff, and that SNG had 
attracted “considerable offers of merger, joint ven- 
ture and acquisition”. We have concluded that 
Waldron and Duffy failed to take reasonable steps 
to verify the accuracy of statements made in the 
reasearch report on SNG. 


Neither Duffy nor anyone else at Waldron partici- 
pated in determing to whom or when the research 
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reports would be mailed. Approximately 40,000 
copies of the SNG research report were printed at 
Allison's request. Allison caused about 20,000 to 
be mailed to broker-dealers, financial publications, 
newspapers, mutual funds, traders, market letter 
publishers and others. Waldron received 
apprapproximately 100 copies, some of which 
were distributed upon request. The remaining cop- 
ies were destroyed. 


I 
FINDINGS 
Based upon the foregoing, the Commission finds 
that Waldron and Duffy willfully violated Section 
17(a)(2) and (3) of the Securites Act of 1933.8 


Hl 
OFFERS OF SETTLEMENT 

In their offers of settlement, Waldron and Duffy, 
without admitting or denying the allegations, and 
without making any admissions of fact or law, 
consent to the issuance of this Order making find- 
ings and containing remedial sanctions. We have 
determined to suspend Duffy from being associ- 
ated with any broker-dealer for thirty (30) days 
provided, however, that he may perform his duties 
as Waldron’s Compliance Officer, Financial Princi- 
pal, and Senior Registered Options Principal dur- 
ing this time. Duffy’s offer of settlement also con- 
tains certain undertakings. 


Duffy has undertaken, during the pendency of his 
suspension, not to receive any profit, including but 
not limited to salary, commission, or dividends, 
from Waldron and not to solicit any customers of 
Waldron to effect transactions in securities provid- 
ed, however, that unsolicited orders from his cus- 
tomers may be handled by other persons employ- 
ed by Waldron. 


Duffy has also undertaken, from the date of entry 
of this Order and continuing for a period of ninety 
(90) days, not to prepare, assist in the preparation 
or in any way participate in the preparation, print- 
ing, or distribution of any research reports or mar- 
ket newsletters which bear Waldron’s name or on 
its letter-head; provided, however, that Duffy may 
perform his duties as Waldron’s Compliance Offi- 





8Willful in this context does not require that the ac- 
tors were aware that they were violating the Secu- 
rities Act. 


96/SEC DOCKET 





cer in connection with any such research report or 
market newsletter. 


Duffy has also undertaken, for a period of three 
years from the date of this Order, when solicitig a 
customer to purchase any security in which Duffy 
has had a transaction within ninety (90) days prior 
to the solicitation or in which Duffy has a position 
at the time of the solicitation, to disclose to the 
customer at the time of the solicitation the nature 
of such transaction or position. 


Duffy has also undertaken to donate, if not do- 
nated by Waldron & Co., Inc., within ninety (90) 
days from the entry of this Order, to a qualified 
charitable organization a sum of money equivalent 
to the total amount of commissions received by 
him as the result of buyers, solicited by Duffy or by 
other persons associated with Waldron, pur- 
chasing 9,000 shares of SNG common stock on 
January 10, 1980; and has further undertaken to 
donate to such an organization a sum of money 
equal to the amount which Waldron has agreed to 
donate to such an organization pursuant to the 
terms of its Offer of Settlement, if Waldron is 
unable to or does not donate such amount pursu- 
ant to such Offer and this Order. 


Duffy has also undertaken for a period of three (3) 
years from the entry of this Order, to abide by the 
undertakings contained in Waldron’s offer of set- 
tlement. 


We have determined to censure Waldron. Waldron 
has undertaken, for a period of three (3) years 
from the date of this Order, not to prepare or issue 
research reports or market newsletters concerning 
certain companies and to consult counsel inde- 
pendent from the seller or issuer when the firm or 
its supervisory personnel believes there is a ques- 
tion of the availability of an exemption from regis- 
tration under the Securities Act of 1933 for the 
sale of unregistered securites. 


Waldron has also undertaken, within thirty (30) 
days following entry of this Order, to adopt, imple- 
ment and thereafter maintain procedures to re- 
quire that: 1) an investigation reasonable under 
the circumstance is conducted to verify material 
facts contained in its research reports or market 
newsletters, 2) Waldron control the distribution of 
its research reports or market newsletters, 3) 
Waldron not permit any research report or market 
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newsletter bearing its name or on its letterhead to 
be issued or distributed by a person or entity other 
than Waldron or an associated person of Waldron 
or other than at is direction, and 4) persons asso- 
ciated with Waldron, when soliciting customers to 
purchase a security, disclose to the customers at 
the time of the solicitation the natutre of personal 
transactions in such security within ninety (90) 
days preceding the solicitation or a position in 
such securites at the time of the solicitation. 


Waldron has also undertaken to donate, within 
thirty (30) days from the entry of this Order, to a 
qualified charitable institution, a sum equivalent to 
1) the profit realized on the sale of 2,000 shares of 
Olympic common stock on October 29 and 30, 
1979, approximately $750.00, and 2) the commis- 
sions received by Waldron from buyers, solicited 
by persons associated with Waldron, of 9,000 
shares of SNG common stock on January 10, 
1980. 


IV 
ORDER 


Based upon the foregoing, the Commission deems 
it in the public interest that administrative proceed- 
ings pursuant to Section 15(b)(4) and (6) of the 
Exchange Act be instituted and that the offers of 
settlement of Waldron and Dufffy be accepted. 


Accordingly, IT IS ORDERED that administrative 
proceedings pursuant to Section 15(b)(4) and (6) 
of the Exchange Act be, and they hereby are, insti- 
tuted. 


IT IS FURTHER ORDERED that Waldron be, and 
it hereby is, censured and that Waldron shall fully 
comply with its undertakings contained in its offer 
of settlement. 


IT IS FURTHER ORDERED that Duffy be, and he 
hereby is, suspended for a period of thirty (30) cal- 
endar days, such period to commence on Au- 
gust 1, 1981, from being associated with any bro- 
ker or dealer, provided, however, that during the 
pendency of this suspension, he may perform his 
duties as Waldron’s Compliance Officer, Financial 
Principal and Senior Registered Options Principal. 


IT IS FURTHER ordered that Duffy shall fully com- 
ply with the undertakings set forth in his offer of 
settlement. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22128/July 10, 1981 


In the Matter of 


THE SOUTHERN COMPANY 
64 Perimeter Center East 
P.O. Box 720071 

Atlanta, Georgia 30346 


ALABAMA POWER COMPANY 

GEORGIA POWER COMPANY 

GULF POWER COMPANY 

MISSISSIPPI POWER COMPANY 

SOUTHERN ELECTRIC GENERATING 
COMPANY 


(70-6617) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF COMMON STOCK IN CONNECTION WITH 
EMPLOYEE STOCK OWNERSHIP PLAN 


The Southern Company (“Southern”), a registered 
holding company, and its above-named subsidiary 
companies have filed an application-declaration 
with this Commission pursuant to Sections 6(a), 7, 
9(a), and 10 of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rule 50(a)(5) promulgated 
thereunder. 


Southern proposes to issue and sell up to a maxi- 
mum of $35,000,000 in value of its authorized but 
unissued shares of common stock, par value $5 
per share, in order to provide common stock to 
fund The Employee Stock Ownership Plan of The 
Southern Company System (‘Plan’) for the Plan 
year 1980), including any reinvestment of cash 
dividends on such stock by direct purchases of 
common stock from Southern. Southern intends to 
apply the proceeds it receives from the sale of the 
additional common stock for further equity invest- 
ments as authorized by this Commission (File 
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No. 70-6549) and as may be hereafter so author- 
ized for other corporate purposes. 

The application-declaration states that in order to 
encourage and assist employees of Southern’s 
subsidiaries to acquire ownership of Southern’s 
common stock and thereby promote in the em- 
ployees a strong interest in the successful opera- 
tion of The Southern Company System, Southern 
Company Services, Inc., Alabama Power Compa- 
ny, Georgia Power Company, Gulf Power Compa- 
ny, Mississippi Power Company, and Southern 
Electric Generating Company (the “Employing 
Companies’) have adopted the Plan, effective 
January 1, 1976. The Employing Companies will 
be entitled to an additional 1% investment tax 
credit which they otherwise would not be able to 
claim. In addition the Employing Companies may 
elect to make further contributions of common 
stock or cash in an annual amount of up to % of 
1% of their qualified investment in property to the 
extent that such contributions are matched for that 
year by voluntary contributions by Plan partici- 
pants for their own accounts. Thus, in effect, mon- 
ey that would otherwise be paid in taxes is used to 
provide employees with an ownership interest in 
Southern. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission's Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by Au- 
gust 10, 1981, to the Secretary, Securites and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicants-declarants at 
the address specified above. Proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. Any request 
for a hearing shall identify specificially the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order is- 
sued in this matter. After said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22129/July 13, 1981 


In the Matter of 


SOUTHERN OHIO COAL COMPANY 
Moundsville, West Virginia 


OHIO POWER COMPANY 
Canton, Ohio 


(70-6409) 


ORDER AUTHORIZING FINANCING FOR COAL 
MINING SUBSIDIARY 


Ohio Power Company (‘Ohio Power’), an electric 
utility subsidiary of American Electric Power Com- 
pany, Inc. (“AEP”), a registered holding company, 
and Southern Ohio Coal Company (‘““SOCCO”), a 
coal mining subsidiary of Ohio Power have filed 
with this Commission post-effective amendments 
to the application-declaration previously filed in 
this proceeding pursuant to Sections 6, 7, 9, 10 
and 12 of the Public Utility Holding Company Act 
of 1935 (‘Act’) and Rule 50(a)(3) thereunder. 


By order dated April 25, 1980 (HCAR No. 21537), 
Ohio Power and SOCCO were authorized to fi- 
nance the insiallation of coal preparation facilities 
at SOCCO’s Meigs Mine No. 1 and Racoon Mine 
No. 3 through capital contributions and long term 
loans by Ohio Power to SOCCO of $40,600,000. A 
post-effective amendment has now been filed 
seeking authorization to finance an additional 
$14,000,000 for an additional coal preparation fa- 
cility at the Meigs mine. 


The additional funds will be used specifically to 
construct a fine refuse dewatering and disposal 
system (“dewatering system’) at Meigs Mine No. 
1. This dewatering system is necessary due to in- 
creased plant capacity and additional coal treat- 
ment made possible by the modifications to the 
preparation plant at Meigs Mine No. 1. Such in- 
creased capacity and treatment will increase the 
fine coal refuse produced at the Meigs Mine No. 1 
sixfold (from 37.3 tons per hour to 244). Further- 
more, the physical and chemical characteristics of 
the refuse will be substantially different than at 
present, with the material being comprised almost 
exclusively of clays and clay shales. The dewater- 
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ing system is planned to be in accordance with the 
applicable environmental laws. 


It is proposed that the dewatering system will be fi- 
nanced through a combination of long-term loans 
and cash capital contributions by Ohio Power to 
SOCCO of $14,000,000. It is expected that Ohio 
Power will make its investment in SOCCO in one 
or more increments prior to June 30, 1982. In re- 
turn for the loans, SOCCO will issue to Ohio Pow- 
er long-term promissory notes. Each of the notes 
will mature and become payable on December 31, 
2011. 


The investments made by Ohio Power in SOCCO 
will be made in the same proportion as the debt- 
equity ratio of Ohio Power at the end of the year 
prior to the investment. As of December 31, 1980, 
the debt-equity ratios of Ohio Power were 55.9% 
long-term debt, 11.8% preferred stock, and 32.3% 
common equity. The interest rate on long-term 
debt will be equal to the effective interest cost of 
Ohio Power’s last issue of First Mortgage Bonds 
prior to the investment, the preferred dividend rate 
will be equal to the dividend rate of Ohio Power’s 
last issue of preferred stock prior to the invest- 
ment, and the return on common equity will not ex- 
ceed the rate of return on common equity 
specified by the Federal Energy Regulatory Com- 
mission (‘FERC’) in the most recent wholesale 
rate proceeding involving Ohio Power. In the ab- 
sence of such a determination at this time, it is 
proposed that the cost of common equity capital of 
SOCCO be set at 13% until such time as FERC 
should take action specifying a rate of return in a 
wholesale rate proceeding involving Ohio Power, 
in which case the rate then established by FERC 
shall then become applicable on a prospective ba- 
sis to the then total common equity investment of 
Ohio Power in SOCCO. The allowed rate of return 
on common equity shall not be applied to any of 
SOCCO’s retained earnings. No return allowance 
will be applied to such retained earnings. 


It is stated that no special or separable fees, com- 
missions or expenses will be incurred in connec- 
tion with the proposed transactions. No state or 
federal regulatory authority, other than this Com- 
mission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said post-effective 
amendments to said application-declaration has 
been given in the manner prescribed in Rule 23 
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promulgated under the Act (HCAR No. 22047), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22130/July 15, 1981 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 

COLUMBIA LNG CORPORATION 

Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION 
CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 

THE INLAND GAS COMPANY, INC. 

COLUMBIA COAL GASIFICATION 
CORPORATION 

Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA GAS DEVELOPMENT OF CANADA 
LTD. 
Calgary, Alberta, Canada 


COLUMBIA GAS DEVELOPMENT 
CORPORATION 
Houston, Texas 


(70-6580) 


SUPPLEMENTAL ORDER AUTHORIZING ISSU- 
ANCE OF NOTES BY THREE SUBSIDIARIES TO 
PARENT; RESERVATION OF JURISDICTION 
OVER CERTAIN BORROWINGS PENDING COM- 
PLETION OF RECORD 
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The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its subsidiaries 
named above (‘‘Subsidiaries’’), have filed an 
application-declaration, and amendments thereto, 
with this Commission under Sections 6(a), 6(b), 7, 
9, 10, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 43, 45, 
50(a) (2), 50 (a) (3) and 50 (a) (5) thereunder. 


By order dated April 30, 1981 (HCAR No. 22032), 
the commission authorized the following transac- 
tions of Columbia and certain subsidiaries: (1) the 
issuance by Columbia of up to $350,000,000 of 
notes to banks and commercial paper to dealers 
through May 31, 1982; (2) the advance by Colum- 
bia on open account to certain subsidiaries of up 
to $576,500,000 through December 31, 1981; and 
(3) the acquisition by Columbia, and the issuance 
and sale by certain subsidiaries, of up to 
$264,100,000 of installment and/or term notes and 
$9,000,000 of common stock through December 
31, 1981. Jurisdiction was reserved over borrow- 
ings by other subsidiaries pending the receipt of 
requisite state authorization. 


By amendment, the record has been completed for 
the proposed borrowings by three of Columbia’s 
subsidiaries. The Public Service Commission of 
the Commonwealth of Kentucky, the Public Utili- 
ties Commission of Ohio, and the Pennsylvania 
Public Utility Commission have authorized the is- 
suance of term notes of up to aggregate principal 
amounts of $2,800,000 by Columbia of Kentucky, 
$28,700,000 by Columbia of Ohio, and 
$15,200,000 by Columbia of Pennsylvania, re- 
spectively. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
to be $29,500, including rating fees of $21,000. 
Requisite authorization has been received from 
the state commissions of Kentucky, Ohio, Penn- 
sylvania, Virginia, and West Virginia. Columbia of 
New York has not received authorization of its pro- 
posed borrowings, and jurisdiction over that trans- 
action will continue to be reserved. No other state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 
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Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 21993) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be and here- 
by is granted and permitted to become effective 
forthwith, except with respect to those borrowings 
over which jurisdiction is reserved, subject to the 
terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


iT IS FURTHER ORDERED that jurisdiction re- 
served in the order of April 30, 1981, with respect 
to the issue of installment and/or term notes by 
Columbia of Kentucky, Columbia of Ohio and Co- 
lumbia of Pennsylvania be, and hereby is, re- 
leased. 


IT IS FURTHER ORDERED that jurisdiction con- 
tinue to be, and hereby is, reserved with respect to 
the issuance of installment and/or term notes by 
Columbia of New York for which the record is in- 
complete. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 22131/July 16, 1981 


In the Matter of 


THE DELTONA CORPORATION 

DELTONA UTILITIES, INC. 

UNITED FLORIDA UTILITIES CORPORATION 
THE MACKLE COMPANY, INC. 


(31-705) 


ORDER DECLARING COMPANIES NOT TO BE 
GAS UTILITY COMPANIES PURSUANT TO SEC- 
TION 2(a)(4) 


The Deltona Corporation (“Deltona”), a Delaware 
corporation, Deltona Utilities, Inc. (“Utility I’) and 
United Florida Utilities Corporation (‘Utility II’), 
both of which are Florida corporations and are 
wholly-owned subsidiaries of Deltona, and The 
Mackle Company, Inc. (“Mackle”), a corporation 
owning approximately 12.55% of the outstanding 
common stock of Deltona, have filed with this 
Commission an application and amendments 
thereto pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”) requesting (1) an order 
under Section 2(a)(4) declaring Utility | and Utility 
ll not to be “gas utility companies” under the Act, 
or (2) an order (a) under Sections 9(a)(2) and 10 
authorizing Deltona and Mackle to acquire the 
common stock of Utility Il and (b) another order 
under Section 3(a)(3) exempting Deltona and 
Mackle and their subsidiaries from the provisions 
of the Act. 


Deltona is engaged, directly and through subsidi- 
aries, in real estate development in Florida, and in 
the lumber, airline and broadcasting businesses. 
At December 31, 1980, Deltona reported consoli- 
dated assets of $356,678,000 and for the year 
then ended, consolidated revenues of 
$207,321,000 and net income of $4,604,000. 
Deltona is now developing nine Florida 
communities, and holds land for future develop- 
ment in 12 other Florida locations. Deltona has 
been providing water, sewage and LP gas serv- 
ices to its communities since opening the first 
community in 1962. Deltona involvement included 
the design, installation and operation of the utility 
systems. Prior to January 1979, all utility opera- 
tions were conducted as divisions of Deltona. 
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In January 1979 the assets for furnishing water, 
sewage and LP gas services to three communities 
were transferred, at cost, from Deltona to Utility |. 
On January 10, 1980, Deltona incorporated Utility 
ll and subsequently transferred to it, at cost, the 
assets for the furnishing of water, sewage and LP 
gas services to five other communities. At Decem- 
ber 31, 1980, Utility | had about 6,500 LP gas cus- 
tomers and Utility Il had about 1,300 such custom- 
ers. 


Utility | and Utility II furnish LP gas service through 
three methods. First, from storage tanks, owned 
by the utilities, which distribute through under- 
ground gas mains, also owned by the utilities. 
Second, Utility | and Utility Il operate the facilities 
for distribution by tanks, owned by the supplier or 
the utility and located on utility or privately owned 
property, through underground service lines 
serving one to four homes. Third, LP gas is sold in 
100 pound portable cylinders. The sales in en- 
closed portable containers do not constitute the 
distribution of gas at retail under section 2(a)(4) 
and are an insignificant portion of applicants’ sales 
of LP gas. 


The operating revenues of Utility |, by category 
and as a percentage of total revenues, for the year 
ended December 31, 1980 were as follows: 


Percentage 

Revenues of total 

Water $2,703,180 39.4% 
Sewer 1,690,029 24.6 
Gas 2,418,023 35.2 
Other 51,756 8 
$6,862,988 100.0% 





The operating revenues of Utility Il, by category 
and as a percentage of total revenues, for the year 
ended December 31, 1980, were as follows: 


Percentage 

Revenues of total 
$ 324,676 32.3% 
252,841 25.1 
411,434 40 9 
16,747 az? 
$1,005,698 100.0% 





The LP gas operations of Utility | and Utility Il do 
not constitute a utility service under Florida law. 
The companies do not hold franchises for fur- 
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nishing LP gas service, do not have eminent do- 
main authority, and their rates are not subject to 
state regulation. 


Section 2(a) (4) provides, in part, that the Com- 
mission may declare a company not to be a “gas 
utility company” if it finds that “(A) such company 
is primarily engaged in one or more businesses 
other than the business of a gas utility company, 
and (B) by reason of the small amount of natural 
or manufactured gas distributed at retail by such 
company it is not necessary in the public interest 
or for the protection of investors and consumers 
that such company be considered a gas utility 
company for the purposes of [the Act].” 


Utility | and Utility Il are primarily engaged in non- 
utility businesses, their non-gas revenues consti- 
tuting 64.9% and 59.1%, respectively, of their total 
1980 revenues. Their retail sales of gas appear to 
be of such a small amount so as to make it unnec- 
essary to consider Utility | and Utility Il to be gas 
utility companies under the Act. Both Utility | and 
Utility Il qualify for a declaratory order under Sec- 
tion 2(a)(4). See General Development Utilities, 
Inc., HCAR No. 14994 (January 10, 1964). 


Due notice of the filing of said application has 
been given (HCAR No. 22082), and no hearing 
has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is 
hereby found that Utility | and Utility Il are primarily 
engaged in non-utility businesses and that by rea- 
son of the small amount of natural gas which they 
sell at retail, it is not necessary in the public inter- 
est or for the protection of investors and consum- 
ers that they be considered gas utility companies. 


IT IS ORDERED, accordingly, that Utility | and 
Utility Il be, and each hereby is, declared not to be 
a gas utility company within the meaning of Sec- 
tion 2(a)(4) of the Act; and 


IT IS FURTHER ORDERED that the application as 
it relates to Deltona and Mackle pursuant to Sec- 
tions 3(a), 9(a)(2) and 10 of the Act be, and it 
hereby is, dismissed. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 641/July 14, 1981 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until 
August 4, 1981 to request a hearing on an applica- 
tion by Horn and Hardart Company (the “Compa- 
ny’), pursuant to Section 310(b) (1) (ii) of the 
Trust Indenture Act of 1939 declaring that the 
trusteeship of Chemical Bank under two inden- 
tures of the Company is not so likely to involve a 
material conflict of interest as to make it necessary 
to disqualify Chemical Bank from acting as trust- 
ee. 


TRUST INDENTURE ACT OF 1939 
Release No. 642/July 15, 1981 


The Securities and Exchange Commission has is- 
sued an order under the Trust Indenture Act 
(“Act”) on application of Eastern Air Lines, Inc. 
(the “Company’”) that the trusteeship of Chemical 
Bank under two indentures of the Company is not 
so likely to involve a material conflict of interest as 
to make it necessary to disqualify Chemical Bank 
from acting as trustee. 


TRUST INDENTURE ACT OF 1939 
Release No. 643/July 15, 1981 


The Securities and Exchange Commisssion has 
issued a notice giving interested persons until Au- 
gust , 1981 to request a hearing on an applica- 
tion by MassMutual Mortgage and Realty Inves- 
tors (‘Applicant’) pursuant to Section 310 (b) (1) 
(ii) of the Trust Indenture Act of 1939 declaring 
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that the trusteeship of Chemical Bank under five 
indentures of the Applicant is not so likely to in- 
volve a material conflict of interest as to make it 
necessary to disqualify Chemical Bank from acting 
as trustee. 





INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11857/July 10, 1981 


In the Matter of 


PRECIOUS METALS HOLDINGS, INC. 


HARBOR CAPITAL MANAGEMENT COMPANY, 
INC. 

FREDERICK G. P. THORNE 

JACK M. BARBOUR 

FRANS J. C. CRONJE 

THEODORE C. HAFFENREFFER, JR. 

JOHN E. LAWRENCE 

GEORGES J. MULLER 

JOSEPH W. POWELL, JR. 

A. R. O. WILLIAMS 

60 State Street 

Boston, Massachusetts 02109 


(812-4873) 


ORDER PURSUANT TO SECTION 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER 


Precious Metals Holdings, Inc. (the “Fund’’), regis- 
tered under the Investment Company Act of 1940 
(“Act”) as a closed-end, diversified, management 
investment company; Harbor Capital Management 
Company, Inc., the investment adviser to the Fund 
(“Harbor”); and Frederick G. P. Thorne, Jack M. 
Barbour, Frans J. C. Cronje, Theodore C. Haffen- 
reffer, Jr., John E. Lawrence, Georges J. Muller, 
Joseph W. Powell, Jr. and A. R. O. Williams, direc- 
tors of the Fund who are defendants in a share- 
holder derivative action entitled Stephen Hartwell, 
et al. v. Frederick G. P. Thorne, et al. (“Defendant 
Fund Directors”), filed an application on May 8, 
1981, pursuant to Section 17(d) of the Act and 
Rule 17d-1 promulgated thereunder for an Order 
of the Commission permitting participation in the 
settlement of the pending shareholder derivative 
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action by the Fund; the Defendant Fund Directors; 
Harbor; Alan S. Fields, Lawrence J. Marks, 
Malcolm Pirnie, Ill, and Richard A. Spindler; and 
Cyrus A. Ansary, Joseph L. Castle, George F. 
Ellis, Jr., Stewart A. Gardner, Stephen Hartwell, 
Omer L. Hirst, James R. Kleeblatt, Peter J. Knop, 
Merle Thorpe, Jr., Wentz Corporation and Devel- 
opment Planning Corporation (collectively, the 
“Shareholders Group’’). 


On June 12, 1981, a notice was issued of the filing 
of said application (Investment Company Act Re- 
lease No. 11816). The notice gave interested per- 
sons an opportunity to request a hearing, and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found 
that the participation of the Fund in the proposed 
settlement of the above pending shareholder de- 
rivative action is consistent with the provisions, 
policies and purposes of the Act and is not ona 
basis less advantageous than that of any other 
participant. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder, that said applica- 
tion to permit the participation of the Fund, the De- 
fendant Fund Directors, Harbor, the Shareholders 
Group and Certain other individuals who are 
named above in the proposed settlement of the 
above pending shareholder derivative action be, 
and hereby is, granted, effective forthwith, subject 
to the condition that the United States District 
Court for Massachusetts approves the proposed 
settlement agreement. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11858/July 13, 1981 


In the Matter of 


THE EQUITABLE LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES 


AND 


SEPARATE ACCOUNT A OF THE EQUITABLE 
LIFE ASSURANCE SOCIETY OF THE UNITED 
STATES 

1285 Avenue of the Americas 

New York, NY 10019 


(812-4744) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 
GRANTING EXEMPTIONS FROM SECTIONS 
2(a) (32), 2(a) (35), 22(c), 27(c) (1), AND 27(d) OF 
THE ACT AND RULE 22c-1 THEREUNDER AND 
PURSUANT TO SECTION 11 OF THE ACT AP- 
PROVING CERTAIN OFFERS OF EXCHANGE 


The Equitable Life Assurance Society of the 
United States (“Equitable”), a mutual life insur- 
ance company established under the laws of the 
State of New York, and Separate Account A of 
The Equitable Life Assurance Society of the 
United States, a separate account registered un- 
der the Investment Company Act of 1940 (‘Act’) 
as an open-end management investment company 
filed an application on October 6, 1980, and an 
amendment thereto on May 12, 1981, pursuant to 
Section 6(c) of the Act for an order of exemption 
from Sections 2(a)(32), 2(a)(35), 22(c), 27(c)(1) 
and 27(d) of the Act and Rule 22c-1 under the 
Act, to the extent necessaryn to permit the transac- 
tions described therein, and pursuant to Section 
11 of the Act, for an order approving certain offers 
of exchange. 


On June 11, 1981 a notice was issued (Investment 
Company Act Release No. 11812) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and 
states that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
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been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 11 of the 
Act, that the proposed offers of exchange be, and 
hereby are approved, and pursuant to Section 6(c) 
of the Act, that the requested exemptions from 
Sections 2(a)(32), 2(a)(35), 22(c), 27(c)(1) and 
27(d) of the Act, and Rule 22c-—1 thereunder, be, 
and hereby are, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11859/July 13, 1981 


In the Matter of 
NATIONWIDE LIFE INSURANCE COMPANY 


and 


NATIONWIDE VARIABLE ACCOUNT 
One Nationwide Plaza 
Columbus, Ohio 43216 


(812-4909) 


NOTICE OF APPLICATION FOR AN AMENDED 
ORDER PURSUANT TO SECTION 11 OF THE 
INVESTMENT COMPANY ACT OF 1940 AP- 
PROVING CERTAIN OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT 
AMENDING CERTAIN EXEMPTIONS FROM 
SECTIONS 2(a)(32), 2(a)(35), 22(c), 26(a)(2)(c), 
27(c)(1), 27(c)(2), and 27(d) OF THE ACT AND 
RULE 22c-1 THEREUNDER. 
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NOTICE IS HEREBY GIVEN that Nationwide Life 
Insurance Company (‘Nationwide Life’), a stock 
life insurance company organized under the laws 
of the State of Ohio, and its Nationwide Variable 
Account (“Variable Account’), registered under 
the Investment Company Act of 1940 (“Act”) as a 
unit investment trust (hereinafter “Applicants’’), 
file an application on June 29, 1981 pursuant to 
Section 11 of the Act for an amended order ap- 
proving certain offers of exchange, and pursuant 
to Section 6(c) of the Act, for an order amending 
certain exemptions previously granted from Sec- 
tions 2(a)(32), 2(a)(35), 22(c), 26(a)(2)(C), 
27(c)(1), 27(c)(2), 27(d), and Rule 22c-1 of the 
Act, insofar as such exemptions are necessary to 
permit the transactions described below. All inter- 
ested persons are referred to the application on 
file with the Commission for a statement of the 
representations made therein, which are summa- 
rized below. 


Under the combination fixed and variable annuity 
contracts (‘Contracts’), proposed to be amended, 
the purchasers are not assessed a traditional 
front-end sales load at the time purchase pay- 
ments are made. A purchaser may make a single 
purchase payment, an irregular series of periodic 
purchase payments, or a regular series of periodic 
purchase payments. The amount and frequency of 
purchase payments is discretionary with the pur- 
chaser, and no requirements are imposed except 
for minimum amounts of the initial purchase pay- 
ments ($1,500 for non-qualified contracts and 
$300 on an annualized basis for the first contract 
year for qualified contracts). The purchaser may 
allocate all or a portion of each purchase payment 
among one or more of four sub-accounts of the 
Variable Account, each consisting of the shares of 
one of four mutual funds of Mutual Investing Foun- 
dation managed by Heritage Securities, Inc., or to 
the general account of Nationwide Life. The Con- 
tracts provide for the accumulation of such pur- 
chase payments with accrued earnings, until the 
annuity commencement date selected by the pur- 
chaser, at which time annuity payments begin as 
designated by the contract owner. 


The contract owner may, at any time prior to the 
annuity commencement date, withdraw some or 
all of the accumulated contract value, subject to a 
contingent deferred sales charge, which is applied 
in the case of certain withdrawals by a contract 
owner from the contract value. The contingent de- 
ferred sales charge equals 5 percent of the lesser 
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of (1) all purchase payments received during the 
96 months immediately prior to the valuation peri- 
od during which the surrender is requested; or (2) 
the amount surrendered. The cumulative sum of 
all such charges, per contract owner, does not ex- 
ceed 5 percent of that owner's purchase payments 
received during the 96 months immediately prior to 
the valuation period during which the surrender is 
requested; and no such charge is made against 
any values which have been held under the Con- 
tracts for at least 96 months. The contingent de- 
ferred sales charge is retained by Nationwide Life 
to reimburse it for the expenses incurred in con- 
nection with the sale of the Contracts. These ex- 
penses include commissions, promotional costs, 
sales administration, and similar sales related ex- 
penses. 


An exception to the contingent deferred sales 
charge currently permits certain surrenders with- 
out the imposition of a charge after the beginning 
of the third Contract year. Under the exception, a 
contract owner may redeem up to 10 percent of 
purchase payments made within 96 months imme- 
diately prior to the valuation period during which 
the surrender is requested without imposition of 
the contingent deferred sales charge. Therefore, 
the contingent deferred sales charge currently 
applies only after an amount equal to 10 percent 
of such purchase payments has been redeemed 
free of such charges. 


Applicants propose a modification in the imposi- 
tion of the contingent deferred sales charge when 
the contract owner requests certain partial surren- 
ders of Contract values under the following cir- 
cumstances: For each purchase payment made 
under Contracts issued on or after January 30, 
1981, the contract owner may, after the first year 
from the date of each purchase payment, withdraw 
without a contingent deferred sales charge, up to 5 
percent of that purchase payment, less the 
amount of such purchase payment previously sur- 
rendered free of charge, for each year that the 
purchase payment has remained on deposit. 


Other charges assessed by Nationwide Life under 
the Contracts, which are not changed by the modi- 
fications of the withdrawal provision, include an 
annual contract maintenance charge of $30 per 
Contract and an asset charge equal, on an annual 
basis, to 1.3 percent of the daily net asset value of 
the assets of the Variable Account. The asset 
charge is composed of a mortality risk premium, 
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equal to .8 percent, and an expense risk charge, 
equal to .5 percent. These charges are calculated 
solely to reimburse nationwide Life for costs relat- 
ed to administration of the Contracts and the as- 
sumption of mortality and expense risks. 


Applicants assert that none of the original ration- 
ale for the earlier granting of the exemptions 
referred to above is in any way changed by the 
proposed modification of the provision for certain 
withdrawals without contingent deferred sales 
charge. In this regard, reference is made to the 
original appliciation of Applicants, sought to be 
amended by this application, which was noticed on 
January 9, 1981, in Release No. 40—11554, and 
granted on January 30, 1981, in Release No. 
40-11594. 


Section 2(a)(35) 


Section 2(a)(35) of the Act defines ‘sales load” as 
the difference between the price of a security to 
the public and that portion of the proceeds from its 
sale which is received and invested or held for in- 
vestment by the issuer, less any portion of such 
difference deducted for trustee’s or custodian’s 
fees, insurance premiums, issue taxes or adminis- 
trative expenses or fees which are not properly 
chargeable to sales or promotional activities. Ap- 
plicants assert that the contingent deferred sales 
charge is not made inconsistent with the intent of 
the definition of ‘sale load” contained in the Act, 
by virtue of the proposed modification of the with- 
drawal provision. The contingent deferred sales 
charge will still fit within the Section 2(a)(35) defi- 
nition of sales load, but for the timing of the impo- 
sition of the charge. Nevertheless, Applicants 
have requested an exemption from the provisions 
of Section 2(a)(35), to the extent necessary, to im- 
plement the proposed revision of the Contracts. 


Section 22(c) and Rule 22c-1 


Rule 22c-1 promulgated under Section 22(c) of 
the Act, in pertinent part, prohibits a registered in- 
vestment company issuing a redeemable security 
from selling, redeeming, or repurchasing any such 
security except at a price based on the current net 
asset value of such security. Applicants submit 
that implementation of the proposed change in the 
free withdrawal provision will in no way make the 
contingent deferred sales charge violative of Sec- 
tion 22(c) or Rule 22c—1 promulgated thereunder. 
When a surrender is requested to effect a cash 
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withdrawal, the price on redemption will be based 
on the current net asset value. The contingent de- 
ferred sales charge, when applicable, will merely 
be deducted at the time of redemption in arriving 
at the contract owner’s proportionate share or ac- 
count value. However, the Applicants have re- 
quested an amended exemption from the provi- 
sions of Section 22(c) and Rule 22c—1 thereunder, 
to the extent necessary, to implement the change 
in the withdrawal provision of the Contracts. 


Sections 26(a)(2)(C) and 27(c)(2) 


Section 26(a)(2)(C) provides that no payment to 
the depositor of, or a principal underwriter for, a 
registered unit investment trust shall be allowed 
the trustee or the custodian as an expense. Appli- 
cants assert that the contingent deferred sales 
charge is not the typical kind of “expense” con- 
templated by Section 26(a)(2) and submit that the 
requirements of this section were not intended to 
preclude the depositor of a unit investment trust 
from taking a sales load. Applicants also assert 
that the contingent deferred sales charge is in- 
tended specifically and solely to reimburse Appli- 
cants for sales related expenses. The deferral of 


the imposition of this charge, and making it contin- 
gent upon an event which may never occur, and 
the proposed change in the provision of the Con- 
tracts for certain withdrawals without charge, do 
not change the basic nature of this charge as a 
sales charge to which Section 26(a)(2)(C) was not 
intended to apply. 


Section 27(c)(2) of the Act makes it unlawful to 
sell any periodic payment plan certificate unless 
the proceeds of all payments on such certificates 
are deposited with a custodian having the qualifi- 
cations described in Section 26(a)(1), and are held 
by such custodian under an agreement containing 
substantially the provisions required in Section 
26(a)(2) and (3) of the Act. Section 27(c)(2) ex- 
cepts deductions for sales load from the require- 
ment that the proceeds be deposited with a 
custodian. Applicants assert that the contingent 
deferred sales charge is a sales load to which this 
exception should apply, and that deferring the im- 
position of the charge, making it contingent upon 
an event which might never occur, and permitting 
certain withdrawals without the charge should in 
no way be construed as violative of Section 
27(c)(2). 
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While Applicants assert that the sections should 
be construed as set forth above, they nevertheless 
have requested amendment of their original 
exemptive order from Sections 26(a)(2)(C) and 
27(c)(2), to the extent necessary, to permit the 
proposed change in the Contract provision for cer- 
tain withdrawals without charge. 


Applicants consent to the amended exemptions 
requested from Sections 26(a)(2)(C) and 27(c)(2) 
being made subject to the following conditions: (1) 
that the charges to variable annuity contract own- 
ers for administrative services shall not exceed 
such reasonable amounts as the Commission 
shall prescribe, jurisdiction being reserved for 
such purpose, and (2) that the payments of sums 
and charges out of the assets of the Account shall 
not be deemed to be exempted from regulation by 
the Commission by reason of the requested order, 
provided that the Applicants’ consent to this condi- 
tion shall not be deemed to be a concession to the 
Commission of authority to regulate the payments 
of sums and charges out of such assets other than 
charges for administrative services; and Appli- 
cants reserve the right in any proceeding before 
the Commission or in any suit or action in any 
court, to assert that the Commission has no au- 
thority to regulate the payments of such other 
sums or charges. 


Section 27(c)(1) 


Section 27(c)(1) of the Act prohibits restrictions on 
the redemption of contracts of the nature of those 
which are the subject of this application. Appli- 
cants submit that the proposed change in the with- 
drawal provision of the Contracts does not make 
the assessment of a contingent deferred sales 
charge upon certain redemptions, which is fully 
disclosed in the prospectus, such a restriction on 
redemption. 


Sections 2(a)(32) and 27(d) 


Section 2(a)(32) of the Act defines ‘redeemable 
security” as any security under the terms of which 
the holder, upon its presentation to the issuer, is 
entitled to receive approximately his proportionate 
share of the issuer’s current net assets, or the 
cash equivalent thereof. Section 27 (d) of the Act 
requires that the holder of a periodic payment plan 
certificate be able to surrender the certificate un- 
der certain circumstances with the recovery of cer- 
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tain front-end sales charges. Applicants submit 
that the imposition of the contingent deferred sales 
charge does not violate Section 2(a)(32) or Sec- 
tion 27(d), and that this assertion is not altered by 
the proposed change in the withdrawal provision 
of the Contracts. nevertheless, Applicants have re- 
quested amendment of their original exemptive or- 
der from Sections 2(a)(32) and 27(d), to the extent 
necessary, to permit the proposed change in the 
Contract provision for certain withdrawals without 
charge. 


Applicants suggest that the amended exemptions 
requested are appropriate and in the public inter- 
est, are consistent with the protection of investors, 
and are consistent with the purposes fairly intend- 
ed by the policy and provisions of the Act. 


Section 11 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company or 
any principal underwriter for such company to 
make or cause to be made an offer to the holder of 
a security of such company or any other open-end 
investment company to exchange his security for a 
security in the same or another such company on 
any basis other than the relative net asset values 
of the respective securities to be exchanged, un- 
less the terms of the offer have first been sub- 
mitted to and approved by the Commission. Sec- 
tion 11(c) provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of the exchange of 
the securities of registered unit investment trusts 
for the securities of any other investment compa- 
ny. 


Applicants request an amended order pursuant to 
Sections 11(a) and 11(c) to permit contract own- 
ers, upon written request, to transfer part or all of 
their contract value from the Variable Account to 
Nationwide Life’s general account to the Variable 
Account within any twelve month period. Such 
transfers must be made prior to the earlier of the 
annuity commencement date or the death of the 
designated annuitant. However, no such transfers 
will be permitted prior to the first contract anniver- 
sary, or within six months of any prior transfer. 
The Contracts also permit transfers of Variable 
Account contract values among the sub-accounts 
of the Variable Account, pursuant to such terms 
and conditions as may be imposed by the mutual 
funds comprising the sub-accounts of the Variable 


108/SEC DOCKET 


Account. Both of such types of transfers described 
above are effected at ‘net asset value,” with no 
assessment of any kind of transaction or sales 
charge against owners for effecting such transfers. 


Applicants assert that the transfer rights, the offer- 
ing of which has been approved by the Commis- 
sion’s previous order, are in no way affected by 
the proposed change in the withdrawal provision 
of the Contracts; nevertheless, Applicants are re- 
questing amendment of their original order pursu- 
ant to Section 11, to the extent deemed necessa- 
ry, to permit the offer of transfer rights described 
above. 


Section 6(c) 


Section 6(c) of the Act provides that the Commis- 
sion, by order upon application, may conditionally 
or unconditionally exempt any person, security or 
transaction, or any class or classes of persons, 
securities or transactions from any provision of the 
Act, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 3, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his/her interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he/she 
may request that he/she be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be is- 
sued, as of course, following August 3, 1981, un- 
less the Commission thereafter orders a hearing 
upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, 
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including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11860/July 16, 1981 


In the Matter of 


DREYFUS CASH RESERVES, INC. 
600 Madison Avenue 
New York, New York 10022 


(812-4865) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 AND 22c-1 THEREUNDER 


Dreyfus Cash Reserves, Inc. (“Applicant”), an 
open-end, diversified management investment 
company registered under the Investment Compa- 
ny Act of 1940 (‘Act’), filed an application on April 
17, 1981, and an amendment thereto on July 6, 
1981, requesting,an order of the Commission, pur- 
suant to Section 6(c) of the Act, exempting Appli- 
cant from the provisions of Section 2(a)(41) of the 
Act and Rules 2a—4 and 22c-—1 thereunder, to the 
extent necessary to permit Applicant to value its 
portfolio securities using the amortized cost meth- 
od of valuation. 


On June 12, 1981, a notice was issued of the filing 
of the application (Investment Company Act Re- 
lease No. 11815). The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found 
that the granting of the requested exemption is ap- 
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propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 


intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provision of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent re- 
quested, be and hereby is, granted, effective forth- 
with, subject to those conditions to which Appli- 
cant has consented and which are set forth in 
Investment Company Act Release No. 11815. 


For the Commission, by the division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 762/July 14, 1981 


In the Matter of 


RICHARD W. SUTER 


d/b/a NATIONAL INVESTMENT PUBLISHING 
COMPANY 


The Securities and Exchange Commission has or- 
dered public administrative proceedings under the 
Investment Advisers Act of 1940 (Advisers Act) 
against Richard W. Suter, d/b/a National Invest- 
ment Publishing Co., (Registrant) a registered in- 
vestment adviser. 


The Order for Proceedings alleges that, between 
in or about September 1979 to the present date, 
Registrant and Suter wilfully violated various anti- 
fraud provisions of the Advisers Act. The Order 
also alleges that on March 3, 1981 Registrant and 
Suter refused to make available certain records, 
required to be kept in connection with the Regis- 
trant’s investment advisory business, at an exami- 
nation conducted by the staff pursuant to the Ad- 


SEC DOCKET/109 





visers Act. In addition, the Order alleges that 
Registrant and Suter violated the registration pro- 
visions of the Securities Act of 1933 (Securities 
Exchange Act) and the anti-fraud provisions of the 
Securities Act and the Securities Exchange Act of 
1934 (Securities Exchange Act) in the offer, pur- 
chase and sale of unregistered securities between 
approximately December 1980 to at least Febru- 
ary 1981. 


Specifically, the order alleges that Registrant and 
Suter, from September 1979 to the present, in 
connection with materials used to solicit subscrip- 
tions to the National Portfolio Reporter (a publica- 
tion dealing with securities): made a guarantee of 
a refund to dissatisfied subscribers but have failed 
to make such refunds; referred to the success of 
past recommendations without providing or offer- 
ing to provide a list of all such recommendations 
made in the past year; and, referred to the loyalty 
and number of subscribers, without a basis in fact. 
In addition, the Order alleges that from in or about 
September 1980 to the present, Suter and Regis- 
trant stated in materials utilized to solicit subscrip- 
tions to the National Portfolio Reporter that Suter 
is a registered investment adviser with the Com- 
modity Futures Trading Commission (CFTC), 
when, in fact, such registration has been revoked; 
and, utilized Registrant’s registration with the 
Commission to solicit subscriptions to the National 
Hard Assets Reporter, a publication dealing solely 
with commodities, thereby creating the false and 
misleading impression that the Commission regu- 
lates commodities. In addition the Order alleges 
that from in or about January 1981 to the present, 
Registrant and Suter, in materials used to solicit 
subscriptions to the National Portfolio Reporter, 
stated that he had over 20 years of experience 
with the stock market without disclosing he is cur- 
rently only 34 years of age, and represented that a 
graph would assist persons in making investment 
decisions without disclosing the limitations and dif- 
ficulties with respect to its use. 


The Order also alleges that Registrant and Suter 
made a nation-wide offering, to at least 4,000 per- 
sons, of unregistered securities in the form of “in- 
vestment units” in the subscription solicitations to 
the newsletters published by the Registrant. In ad- 
dition, the Order alleges that Registrant and Suter 
raised funds from a number of persons. The Order 
alleges that Registrant and Suter failed to dis- 
close, in the offering materials, certain material 
facts including: the risk associated with such an in- 
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vestment; any financial information about Suter or 
the National Investment Publishing Co. or Suter; 
the costs associated with such subscription solici- 
tations; and, that Suter’s registration with the 
CFTC had been revoked. In addition, the Order al- 
leges that Suter made material misrepresentations 
including projections of rates of return on an in- 
vestment without any reasonable basis in fact and 
a claim that such “investment units” were not se- 
curities, when, in fact, they are. 


A hearing will be scheduled to determine whether 
the allegations against the respondent are true 
and, if so, to decide what, if any, remedial action 
shouid be ordered by the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 763/July 15, 1981 


ADMINISTRATIVE PROCEEDING 
File No. 3-6040 


In the Matter of 


F.X.C. INVESTORS CORP. 
(801-—10075) 

150 Broad Hollow Road 
Melville, New York 
FRANCIS XAVIER CURZIO 


ORDER INSTITUTING PROCEEDINGS, FIND- 
INGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS AND DIRECTING COMPLIANCE 
WITH UNDERTAKINGS 


I. 
In connection with a proposed public administra- 
tive proceeding pursuant to Sections 203(e) and 
(f) of the Investment Advisers Act of 1940 (‘‘Advis- 
ers Act”), F.X.C. Investors Corp. (“FXC’’), a regis- 
tered investment adviser, and Francis Xavier 
Curzio (‘‘Curzio’’), FXC’s president, have 
submitted an Offer of Settlement which the Com- 
mission has determined it is in the public interest 
to accept. Solely for the purpose of this proceed- 
ing and any other proceeding brought by the Com- 
mission or any other governmental or self- 
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regulatory body, and without admitting or denying 
the allegations and findings contained herein, FXC 
and Curzio (hereinafter collectively ‘‘Respond- 
ents’) consent to the Findings and Order Imposing 
Sanctions set forth below. Further, Respondents 
undertake, in their offer of settlement, for a period 
of six months following the issuance of this Order 
to submit FXC’s advertisements to counsel for re- 
view, prior to publication, to ensure their compli- 
ance with the provisions of the Advisers Act and 
any other federal securities laws and any of the 
rules and regulations promulgated thereunder. 


ll. 
Accordingly, IT IS ORDERED that a proceeding 
pursuant to Sections 203(e) and (f) of the Advisers 
Act be, and it hereby is, instituted. 


UN. 

On the basis of the Order Instituting Proceedings 
and the Offer of Settlement, it is found that, during 
the period from in or about September 1977 to in 
or about June 1980, Respondents willfully violated 
Section 206(4) of the Advisers Act and Rule 
206(4)-1 thereunder in that, in connection with the 
advertising of FXC’s advisory publication, FXC 
and Curzio: 


(i) published advertisements for FXC 
which were calculated to arouse in- 
vestors’ illusory hopes for substan- 
tial and imminent profits; and 


(ii) erroneously reported the prices at 
which securities were recom- 
mended for purchase, the effect of 
which, on several occasions, was to 
increase the “profits” FXC claimed 
would have resulted from following 
such recommendations. 


IV. 
In view of the foregoing, it is in the public interest 
to impose the sanction set forth below, and to or- 
der the Respondents to comply with their under- 
takings as set forth in their Offer of Settlement. 


Accordingly, IT |S ORDERED that FXC and Curzio 
be, and they hereby are, censured; and 


IT IS FURTHER ORDERED that the Respondents 
comply with their undertakings as set forth herein 
above. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 764/July 15, 1981 


ADMINISTRATIVE PROCEEDING 
File No. 3-5972 


In the Matter of 


MULLER AND COMPANY 
(801-—10137) 

25 Broad Street 

New York, New York 10004 
EDDIE A. MULLER 

RUDY MOLHO 

HENRY J. KIEPER 


FINDINGS, ORDER IMPOSING REMEDIAL 
SANCTIONS AND ORDER DISMISSING PRO- 
CEEDINGS 


I. 

In these administrative proceedings ordered pur- 
suant to the Investment Advisers Act of 1940 (“Ad- 
visers Act’’),! Muller and Company, Eddie A. Mul- 
ler (“E. Muller’) and Henry J. Kieper (“Kieper’) 
have submitted an Offer of Settlement which the 
Commission has determined it is in the public in- 
terest to accept. Solely for the purposes of this 
proceeding, and any other proceeding brought 
pursuant to specified sections of the Securities Act 
of 1933, the Securities Exchange Act of 1934, the 
Investment Company Act of 1940, the Advisers 
Act and the Securities Investor Protection Act of 
1970, and without admitting or denying the allega- 
tions in the Order for Proceedings, Muller and 
Company, E. Muller and Kieper have consented to 
the findings and sanctions set forth below. 


Hl. 
On the basis of the Order for Public Proceedings 
and the Offer of Settlement, it is found that, during 





1The Order instituting proceedings was issued on 
November 5, 1980. In the Matter of Muller and 
Company, et al., Investment Advisers Act Release 
No. 738. 
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the period from in or about April 1977 to in or 
about September 1978, Respondent Muller and 
Company willfully violated, and Respondent 
Kieper willfully aided and abetted violations of, 
Sections 206(1), (2) and (4) of the Advisers Act 
and Rule 206(4)-1 thereunder in that, in connec- 
tion with the marketing of Muller and Company's 
municipal bond pricing service, Respondents 
made untrue statements of material fact and failed 
to disclose material facts concerning: 


(i) the frequency with which Muller and 
Company personnel contacted mu- 
nicipal bond dealers to obtain infor- 
mation relating to the value of mu- 
nicipal bonds, and, consequently, 
the extent to which the municipal 
bond valuations Muller and Compa- 
ny supplied to clients were based 
upon information obtained from deal- 
ers on the same day that the 
valuations were supplied; and 


the size of the Muller and Company 
staff, and the expertise and experi- 
ence of certain members of the 
Muller and Company staff, which 
provided the municipal bond pricing 
service; and 


Respondent E. Muller failed reasonably to super- 
vise, with a view to preventing the violations set 
forth above, persons who were subject to his su- 
pervision and who committed such violations.? 


i. 
In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT 1S ORDERED that Muller and 
Company, E. Muller and Kieper be, and they here- 
by are, censured. 


IV. 
On the basis of the recommendation of the Divi- 
sion of Enforcement after a review of the evi- 





2Our staff has not alleged, and we do not find, that 
Muller and Company provided inaccurate informa- 
tion to investment companies concerning the mar- 
ket value of their portfolio securities. 
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dence, and under all of the circumstances, the 
Commission concludes that remedial action 
against Respondent Rudy Molho (‘‘Moltho”’) is not 
in the public interest. 


Accordingly, IT 1S FURTHER ORDERED that 
these proceedings against Molho be, and they 
hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9392/July 13, 1981 


SEC v. HJH, INC., CAPPETRO, INC., ET AL 
CA3-76-1611-F (N.D. Tex.) 


Wayne M. Secore, Administrator of the Fort Worth 
Regional Office, announced that on July 2, 1981, 
the Honorable Robert W. Porter of the United 
States District Court for the Northern District of 
Texas, signed an Order permanently enjoining 
Larry N. Cook (Cook), of Dallas, Texas, from fur- 
ther violations of Sections 5(a), 5(c) and 17(a) of 
the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder. Cook consented to the entry of the Or- 
der without admitting or denying the allegations in 
the Commission’s complaint. 


The complaint, filed on December 15, 1976, 
against HJH, Inc., Cappetro, Inc., Fossil Petrole- 
um Corporation, Heinz Jurgen Hesse, Cook, and 
others, alleged that the defendants violated the 
registration and antifraud provisions of the federal 
securities laws in connection with the offer and 
sale of fractional undivided working interests in 
more than 130 oil and gas wells located in West 
Virginia, Ohio, Kentucky and Texas to approxi- 
mately 1,000 European investors, primarily resi- 
dents of Germany, Switzerland and Italy. 
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For further information see Litigation Release 
Nos. 7702, 7750, 7786, 7974, 8011 and 8027. 


George A. Fitzsimmons 
Secretary 





Securities and Exchange Commission v. Micro- 
Therapeutics, Inc. et al. 

Securities and Exchange Commission v. Steven 
G. Weil, et al. 


Litigation Release No. 9393/July 14, 1981 


The Securities and Exchange Commission and 
John S. Martin, Jr., United States Attorney for the 
Southern District of New York, announced today 
the conviction of Steven Gary Weil on five counts 
of perjury. The perjurious statements were made 
in testimony before the staff of the Securities and 
Exchange Commission during its private investi- 
gation of Micro-Therapeutics, Inc. 


As a result of such investigation, the Commission, 
on August 17, 1977, filed a civil injunctive action 
against Weil and seven other defendants. The ac- 


tion, Securities and Exchange Commission v. . 


Micro-Therapeutics, Inc., et al., 78 Civ. 893 (MJL) 
charges Weil with violations of the antifraud and 
registration provisions of the Securities Act of 
1933, and the antifraud, reporting, and proxy solic- 
itation provisions of the Securities Exchange Act 
of 1934 (“Exchange Act’) in connection with an al- 
leged scheme to manipulate the price of Micro- 
Therapeutics common stock. That action is ex- 
pected to come to trial shortly in the Southern 
District of New York. See Litigation Release 8072, 
August 17, 1977. 


In another action, Securities and Exchange Com- 
mission v. Steven G. Weil, et al., 80-6611-CIV- 
JCP, defendant Steven Weil is charged with the vi- 
olation of the antifraud, proxy solicitation, and 
certain beneficial ownership provisions of the Ex- 
change Act in connection with an alleged fraudu- 
lent scheme engineered by him to secretly acquire 
and retain control of Kapok Tree Inns 
Corporatiion, a Florida corporation engaged in the 
restaurant business. It is also alleged that Weil, 
while in control of Kapok, misappropriated and di- 
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verted certain assets of that company. That action 
is currently pending in the Southern District of 
Florida. See Litigation Release No. 8719, 
April 11, 1979. 





Litigation Release No. 9394/July 15, 1981 


Securities and Exchange Commission v. 
Diagnostic Data Inc., et al, (United States 
District Court for the District of Columbia, Civil 
Action No. 81-1627) 


The Securities and Exchange Commission an- 
nounced today that the United States District 
Court for the District of Columbia permanently en- 
joined Diagnostic Data Inc. (‘DDI’), DDI Share- 
holders for Action (the “Dissidents”), and Gerry L. 
Dagess (“Dagess’”) from violations of the proxy 
provisions of the Securities Exchange Act of 1934 
(“Exchange Act’). In addition, DDI and Robert C. 
Bartels (“Bartels”) were permanently enjoined 
from violations of the reporting provisions of the 
Exchange Act. The Court also ordered certain oth- 
er equitable relief against DDI and Bartels. All de- 
fendants consented to the entry of Final Judg- 
ments of Permanent Injunction, without admitting 
or denying the allegations in the Commission’s 
Complaint, which was also filed today. 


The Commission’s Complaint alleges that begin- 
ning in 1977, at least three of DDI’s former officers 
and directors loaned, directly and indirectly, 
shares of DDI common stock owned by them to 
Bartels, a San Francisco mortgage banker and at 
the time a 5% shareholder of DDI common stock, 
which Bartels or the DDI officer or director who 
owned the shares pledged as collateral for real es- 
tate development loans with smaller banks in the 
San Francisco area. The Complaint alleges that 
the officers and directors of DDI have received 
substantial fees from Bartels over the years for 
use of their DDI common stock but that these ar- 
rangements have never been disclosed by DDI in 
any annual reports or proxy statement. The Com- 
plaint also alleges that Bartels, upon exceeding 
beneficial ownership of 5% of the outstanding DDI 
common stock, failed to report such holdings on a 
Schedule 13D. The Complaint further alleges that 
DDI failed to adequately and accurately disclose 
the circumstances and nature of a $3.5 million dol- 
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lar loan made by DDI in December 1979 and re- 
paid in January 1980, in its current report on Form 
8-K which disclosed the transaction, and in its an- 
nual report on Form 10-K which purported to state 
DDI’s investment policy for the preceding year. 


In addition, the Complaint charges that in connec- 
tion with a recent proxy contest for control of all of 
the seats on DDI’s Board of Directors, the organi- 
zers of the Dissidents intended, if successful, to 
have two of their directors resign from DDI’s Board 
of Directors and to replace them with two mem- 
bers of the incumbent board. The proxy materials 
distributed by the Dissidents failed to disclose 
these facts. The Complaint charges that one of the 
two members of the incumbent management, who 
the Dissidents intended to retain, Dagess, was a 
participant with the Dissidents in that he, on at 
least one occasion, solicited proxies for the Dissi- 
dents and provided information and advice to the 
Dissidents. Dagess and the Dissidents, however, 
failed to make disclosure of his participation in 
their proxy materials. The Complaint further al- 
leges that Dagess overstated his ownership of DDI 
common stock by 120,000 shares during the last 
seven years, which information was falsely con- 
tained in DDI’s proxy statements. Additionally, the 
Complaint alleges that proxy soliciting materials of 
the Dissidents did not disclose that one of its Co- 
Chairman, now the Chairman of the Board of DDI 
(the “Chairman’), beginning in 1978 loaned cer- 
tain of his shares of DDI common stock for a quar- 
terly fee to Bartels who then pledged such shares 
as collateral. Substantially all of such shares have 
since been returned. The proxy soliciting material 
also failed to disclose that Dagess owned of re- 
cord certain of the shares of DDI common stock 
owned beneficially by the Chairman. 


In addition to the entry of injunctive relief against 
all defendants, certain other equitable relief was 
undertaken by DDI and Bartels and ordered by the 
Court. DDI undertook to maintain certain proce- 
dures designed to assure compliance with Section 
14(a) of the Exchange Act and the rules and regu- 
lations thereunder. Among other things, DDI 
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agreed and undertook to adopt, implement and 
maintain an Audit Committee of its Board of Direc- 
tors which shall be composed of a majority of non- 
employee directors of DDI. In addition, Bartels 
agreed and undertook to file a Schedule 13D con- 
taining all of the information required by Section 
13D of the Exchange Act. 





Litigation Release No. 9395/July 16, 1981 


Securities and Exchange Commission v. T. E. 
Slanker Co., et al., Civil Action No. 81-540 (D. 
Ore.) 


Jack H. Bookey, Regional Administrator of the 
Seattle Regional Office announced the filing of a 
complaint on June 16, 1981 and motion for prelim- 
inary injunction on June 23, 1981 in the United 
States District Court for the District of Oregon 
against T.E. Slanker Co., a Portland, Oregon 
broker-dealer and Ted E. Slanker, Jr., its owner 
and sole proprietor, of Newberg, Oregon. The 
Commission’s complaint alleges that defendant 
T. E. Slanker Co. aided and abetted by defendant 
Slanker, since about November 30, 1980 has 
been and is continuing to violate Section 15(c)(3) 
of the Securities Exchange Act of 1934 and Rules 
15c3-1 (17 CFR 240.25c3-1) (net capital rule) 
and 15c3-3 (17 CFR 240.15c-3-3) (customer 
protection rule) thereunder. The Commission is 
seeking to enjoin defendants, who have been 
sanctioned by the NASD in three disciplinary pro- 
ceedings for failure to comply with the net capital 
and customer protection rules, from continuing to 
deal with the investing public on a daily basis 
while and at a time when defendant T. E. Slanker 
Co. is not in compliance with regulatory provisions 
designed to protect its customers. 
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